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THE ECONOMIC STABILITY OF 
AMERICAN AGRICULTURE 


TueEopore W. Scuvuitz* 
The University of Chicago 


XISTING beliefs with regard to economic fluctuations are in 

sharp contrast with those on efficiency with no illusion that 
all has been going well. In agriculture, for one reason or another, 
the farm problem, so much in the forefront during the interwar 
years, has been associated altogether too largely with economic 
instability. The notion lingers that the production of food is still 
a matter of feast or famine as it was of old, and as it still is in most 
of the less developed countries. Wars, booms, and depressions have 
focused attention on the gyrations of farm prices, at one stage rising 
and soaring abruptly to absurd heights and at another falling to 
unbelievable depths. Farm people are at one time the recipients of 
large unexpected windfalls, and at another suffer losses bringing 
about widespread bankruptcy. Yet oddly enough there also is the 
view that hard times may come and go without seriously affecting 
farm people, for they, it is often presumed above all other groups, 
are always secure in having enough food, fuel and shelter. 

This mixture of beliefs is also characteristic of the thinking in 
economics when it comes to agriculture. More important, however, 
is the fact that no general principles have been established for 
analyzing the problem of instability, principles that are on a footing 
~ * The tables i in this paper were prepared by Dale Knight. In revising an earlier 
draft of this paper, I am indebted to O. H. Brownlee, R. K. Froker, D. Gale John- 
son, D. L. MacFarlane, F. V. Waugh, and H. R. Wellman for valuable suggestions. 

1 As a consequence there has been a tendency to overlook (a) the long run allo- 
cative inefficiency characteristics of so much of agriculture; (on this aspect see my 


paper “How Efficient is American Agriculture?” this Journau, August, 1947). (b) 


the inequality in incomes within agriculture, (c) the inadequacy of farm tenure 
and other institutions. 


809 


Hie 


810 THEODORE W. ScHULTz 


with those employed in ascertaining whether an optimum utiliza- 
tion of resources is achieved in the long run. The analytical tools 
with which economists work have not been designed to handle 
problems of the type on which we are focusing, that is, for dealing 
with the short and sudden fluctuations of the main economic aggregates. 
Accordingly, we do not have at hand the concepts or theory for for- 
mulating the problem, for identifying its primary characteristics, 
and for making an analysis. Economic theory in this sphere is in 
general unsettled; several schools of thought hold forth but none 
has had the strength to win the field.” 

Let us start with the query: What do we mean by economic 
instability? One important line of inquiry is to determine whether 
a given economic system has the capacity to work its way back 
toward an equilibrium’ after a particular type of disequilibrium has 
occurred. Another approach begins with the presupposition that 
the economic system does have the capacity to equilibrate and seeks 
to find out how far given movements will go before the equilibrating 
forces become effective. Still another approach starts from the 
belief that the movements of the main ecomonic aggregates are 
too great (presumably too “costly’’) before the equilibrating ca- 
pacity takes hold, and endeavors to discover how to enhance the 
capacity of the economic system to achieve greater stability. In 
this paper we shall have occasion to direct attention to unsettled 
issues falling in one or the other of these three categories. 

Given the existing state of our knowledge we can only speculate 
with regard to the economic magnitudes likely to prove significant 

‘and useful in analyzing the problem of economic instability as 
related to agriculture. Production, prices, and income undoubtedly 
have a high priority from a policy point of view. They certainly 
will provide a clew to certain types of instability, although none 
of them will give any clear and definite notion of the “cost” of the 


2 Two remarks are called for at this point. (1) Although the analytical equip- 
ment for ascertaining economic efficiency is firmly established, it nevertheless is 
exceedingly abstract and as yet when applied yields results that are usually of lim- 
ited usefulness. Accordingly, it is easy to claim too much for analyses dealing with 
economic efficiency; (2) an awkward gap exists between equilibrium theory based 
on the rationality of firm and household behavior and fluctuation or cycle theory. 
This is the gap that separates the micro-economics of firms and households and the 
macro-economics of aggregates. (See Professor J. Marschaks comments on this point, 
“A Cross Section of Business Cycle Discussion.” The American Economic Review, 
vol. 35, 1945.) 


3 By equilibrium in this context I mean achieving full employment at essentially 
stable prices. 


4 

| 

{ 

} 

| 

| 


Economic STABILITY OF AMERICAN AGRICULTURE 811 


instability thus identified.t Nor will these magnitudes necessarily 
tell us how to proceed to counteract the fluctuations, nor will they 
explain why they occur. Nevertheless, a crude, first approximation 
of the nature of the instability problem confronting agriculture in 
this sphere may be achieved by examining their movements. 
Production. To achieve full employment® and maintain it is a 
policy objective that has high priority. It is so because of the social 
necessity of avoiding mass unemployment. No doubt the most 
serious social consequence of our unstable economy arises from its 
erratic production that has come to characterize many major in- 
dustries. But agriculture is not one of them.® Agricultural output 


4 Thes “costs” are nevertheless large and important as we will show below in 
the case of marketing. Given the existing instability in farm prices and incomes, 
the market for farm products is not permitted to function efficiently. In agricul- 
tural production the chief costs are in terms of adverse effects on allocative efficiency 
arising from mistaken expectations and failure of alternatives to present themselves. 
In addition there is a cost in the fluctuations in income to the individual income 
recipients. 

5 Although much has been said on the term “full employment,” the concept is 
still chiefly a political goal very loosely visualized. To make headway it is necessary 
to put it into a policy context so that it may be more useful in dealing with sig- 
nificant public policy issues. To do this, several steps are required. At this stage of 
our knowledge regarding the cycle and the way an economy develops, “full employ- 
ment”’ is at best a relative concept and not some absolute amount of employment. 
In broad outlines there are two different policy settings for which we should formu- 
late the concept of full employment. One of these, on which virtually all of the cur- 
rent discussions appears to focus, has to do with the cycle, that is, with the sharp 
and sudden fluctuations in aggregate demand. When demand becomes markedly 
deficient, deflation and too little employment occur and when it becomes excessive, 
inflation in terms of factor and product prices follows. As yet we are not able to 
identify satisfactorily when either of these situations is beginning to occur. 

The second policy setting takes us back to the longer run allocative efficiency of 
a developing economy giving rise to conditions where the expanding sectors of 
the economy are likely to engage too few resources (over-employment of the re- 
sources already devoted to such production) and where the contrasting sectors use 
too many resources (under-employment of the resources being used). It would sim- 
plify matters greatly if these two sets of circumstances were neatly separated, but 
unfortunately they occur all bundled together. To illustrate, late in 1946 and early 
in 1947 the early post-war transition, driven by very swollen demands for goods 
and services, gave rise to a marked inflation and too much employment demand in 
the dominating sectors of business in a short-run cyclical context. As this excessive 
employment materialized there existed at the same time considerable under-employ- 
ment in a long run context because several million workers, especially in Southern 
agriculture, continued to remain grossly under-employed because of the excessive 
supply of labor in farming in that area, a problem of long standing. 

° For a meticulous treatment of the cyclical characteristics of selected business 
activities see Arthur F. Burns and Wesley C. Mitchell, Measuring Business Cycles, 
National Bureau of Economic Research, 1946. This study, however, omits agricul- 
ture. For reference to more recent work in this area by the National Bureau see my 
remarks in footnote 12 bearing on the study of Geoffrey H. Moore on Harvest Cycles. 
See also John K. Galbraith and John D. Black, “The Maintenance of Agricultural 
Production During Depression: The Explanations Reviewed,” The Journal of Po- 
litical Economy, Vol. 46 (1938). 
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is not afflicted by the “business” cycle virus. The following data 
give some clew to this difference in agricultural and industrial pro- 
duction on this score. 


Change in production Agricultural production* | Industria] production? 
from the preceding 1910-1946 1919-1945 
year (in percent) (Number of years) (Number of years) 
+26 to +30 —_— 2 
+21 to +25 —_ 3 
+16 to +20 — 4 
+11 to +15 1 2 
+ 6to +10 4 + 
Oto + 5 29 + 
— 6to —10 2 1 
—l1l to —15 = 1 
—16 to —20 — 2 
—21 to —25 3 
Average variation 
(in percent) 3.9 15.0 


® This is based on the USDA regular production index of production for sale and 
consumption. It gives the best measure of the current year volume of farm products 
which enter the marketing system and thus contribute to gross cash or realized 
farm income.-See USDA Farm Production in War and Peace, F. M. 53 by Glen T. 
Barton, and Martin R. Cooper, 1945. Especially p. 66 to 71. 

> From Federal Reserve Board Bulletin. 


It is obvious from an inspection of these data that American 
agricultural production taken as a whole is remarkably stable. Only 
twice during the last three and a half decades did aggregate output 
fall more than 5 percent from the preceding year, namely 10 per- 
cent in 1921 and 6 percent in 1932. In both cases the drop was 
caused by what happened in crops, for livestock output stayed 
almost constant. The sharp depression of 1920-21 may have been 
a minor factor although the total crop acreage did not change 
appreciably,’ suggesting that a drop in yields was the main cause. 
In the other case, the crop acreage actually increased between 4 
and 5 million acres. Accordingly it is hard to ascribe even these 
relatively small decreases to the downward shift in aggregate de- 
mand.® 

7 See p. 84 of the 1924 Yearbook of Agriculture. Total crop acreage in 1920 was 
347,634,000, and 1921, 348,178,000. 

8 It should not go unnoticed that neither the 1934 nor the 1936 drought pulled 
aggregate agricultural production (for sale and consumption) down as much as six 


per cent from that of the preceding year. Note, however, that the new index (see 
below) measuring gross farm production shows a marked drop for these years. 


we 
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Change in production All farm All livestock and iene 
from preceding year commodities | livestock products (No. of le 
(in percent) (No. of years) (No. of years) aaa 
+16 and more 3 
+11 to +15 1 _ 5 
+ 6to +10 4 7 5 
from 0 to +5 29 27 12 
— 6to —10 2 1 6 
to —15 _ 15 4> 
— 16 and less 1° 
Average variation 
(in percent) 3.9 3.6 9.5 


* 1935; > 1913, 1916, 1932, and 1934; ° 1921 dropped 22 percent. 


These data seem to support the following tentative inferences: 

(1) The aggregate output of American agriculture is, if anything, 
conspicuously stable; 

(2) It is not affected adversely in the short run by a drop in 
aggregate demand such as occurred in 1920-21, 1930-33, 
and 1937-38; 

(3) Nor, contrary to general opinion, is the aggregate output of 
agriculture affected substantially from year to year by 
changes in weather; and 

(4) The aggregate production effort (input of resources) in agri- 
culture is probably even more stable than is the aggregate 
output (production for sale and consumption). 

It may be observed that the aggregate output of agriculture in 
the United States provides consumers about the same volume of 
farm products during a depression as in prosperous years; that 
“big crops” do not come along to “help” business recover from a 
depression; that attempts to make agricultural production a vari- 
able, even on such a colossal scale as that of the AAA in the 
thirties, did not reduce agricultural output as a whole; and that 
the adverse effects of business depressions creep into agriculture 
and seriously upset prices and income but not production as a 
whole. Thus far, at least, farmers have not responded to a cyclical 
decline in the aggregate demand for farm products by curtailing 
the employment of land and labor.® 

® There is need for inquiry on this point to ascertain (1) the nature of the supply 
response of producers of farm products to cyclical changes in demand, (2) types of 


responses that characterize different producers, and (3) the economic rationale 
underlying the production decisions of producers in response to the cycle. 
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This does pose a significant issue: why is the aggregate output 
of agriculture in the United States so stable, despite the vagaries of 
weather and of business cycles? More particularly in this context, 
why is agriculture so immune to the cycle virus? If we can identify 
the causes for this immunity, may it not suggest an antitoxin for 
what now plagues so much of our non-agricultural economy? 

If these observations create the impression that each of the 
several parts of agriculture also has a stable production record, it 
needs to be corrected. In fact, agricultural production as an aggre- 
gate hides a lot of “costly” variability, so much that one might 
well ask what meaning can be attached to the aggregate. The 
Bureau of Agricultural Economics (Glen T. Barton and Martin F. 
Cooper already cited) has developed a set of indices for gross farm 
production by geographic regions which show three regions (New 
England, Pacific, and Middle Atlantic) with average mean devia- 
tions from 3.2 to 4.4 percent; four additional regions (East North 
Central, Mountain, South Atlantic and East South Central) falling 
between 6.7 and 8.1 percent; and the West North Central at 10.7 
percent with the West South Central having the most extreme 
record, namely a mean average deviation of 11.7 percent. The year 
to year variations in gross farm production from 1919 to 1945 
are given in the table on the next page. 

It is also plain from the data that follow that particular farm 
products are far from stable in output. Moreover, these fluctuations 
give rise to specific problems. These fluctuations in product output 
are mainly caused by variations in yields. The situation in feed 
crops is striking, and because of the importance of feed in the agri- 
cultural economy of the United States there is a strong presumption 
that it deserves serious attention. Furthermore, it should be noted 
that although the aggregate output of agriculture is notably stable, 
a fortunate situation from the point of view of the economy as a 
whole, the variations in production on individual farms is a basic 
consideration to the farm family concerned. These variations from 
farm to farm are obviously hidden by a national average. We may 
presume, however, that in the main they are not caused by the 
periodic rise and fall of the aggregate demand but by technical 
production circumstances such as weather, disease, insects, damage 
and others. 

It may well be true that a few particular products will, upon 
closer analysis, show expansion and contraction characteristics over 
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or 


Change in gross 
farm production 
from preceding 
year (in percent) 


New England 
North Central 
South Central 


West 


United States 
Pacific 

South 
Atlantic 

East 

North Central 
West 

South Central 


M 
A 
East 


(Number of years) 


+31 and more 
+21 to +30 
+16 to +20 
+11 to +15 
+ 6to +10 


Oto + 5 


wo] | 
| 

| wl 

| 


“ 
wo 
oo 


—ll to —15 
-16to—20 |— |— |— 
-—21to-30 |— |— |— |— |— 
—$1 and less 


— 6to —10 3 $ ij-— 3 4 
1 og 2 


=) 
ie 
= 
o 
o 


| | 
| 
| 


— 


Average deviation 
(in percent) 5.5 | 3.2 | 4.4) 4.4] 6.7 | 6.8 | 7.7 | 8.1 | 10.7) 11.7 


* 1934; > 1924; ©1921; 41933, 1936; © 1933; £1921, 1932; * 1927, 1930, 1938; 
51932; 11933; 11936; * 1934; 1927, 1933, 1938; ™ 1921; 1934. 


Data for regions are for the period 1919 to 1944, for the United States from 
1919 to 1945. Source: op. cit. Barton and Cooper, pp. 73-83. 


the cycle akin to those of industry. The principal policy considera- 
tion for agriculture taken as a whole, however, is not one of achiev- 


ing tolerable production stability but to maintain that which has 
developed. 


Prices. How unstable are farm product and factor prices? To give 
this query meaning it is necessary to indicate what it is we want 
the price system to achieve and what are the criteria for identifying 
this achievement. In an economic context prices have an important 


and unique role to perform in connection with the valuation of 
products and factors.?° 


10 The remainder of this section deals with markets for farm products. Markets 
for factors employed in farming—land, labor, equipment, machinery, materials, 
etc.—also present problems in terms of stability. Booms and busts in land prices is 
an old story in the United States. More recently wars and their aftermath have in- 
troduced marked instability in the land market. Wage rates in agriculture are about 
as variable as is the income from farming. To my knowledge no attempt has been 
made to ascertain how efficiently the factor markets serving agriculture function. 
The criteria for determining efficiency in this context have not been developed. In 
general, however, this much seems obvious: These factor markets are important; 
they appear to be unstable cyclewise and especially in going from peace to war to 


| 
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Our quest is for an efficient pricing system, efficient in performing 
several functions that integrate major economic processes. As policy 
with regard to farm prices has taken shape, four fairly distinct 
functions have come to the fore-front, namely: (1) prices to guide 
the allocation of resources in production; (2) prices to channel 
products into trade both at home and abroad; (3) prices to dis- 
tribute income from farming over time, and (4) prices to distribute 
income among persons. 

Can a pricing system be “efficient” in all of these functions at 
one and the same time? Are we not putting altogether too big a 
burden on the pricing system and thereby weakening it and making 
it less efficient than it otherwise would be in performing the more 
limited tasks that are appropriate to its capacity? The answer to 
the latter question appears to be strongly in the affirmative, both 
on theoretical grounds and from the lessons taught to us by 
experience. 

Let me make explicit at this point that the formulation of the 
pricing problem that follows is based on the belief that prices are 
not an appropriate means for “stabilizing” the income from 
farming over time, and also that they are not suited to lessen the 


peace; they have been quite inefficient over the years in bringing about factor 
equilibrium for the economy as a whole in view of the great excess of labor resources 
embedded in farming and the substantial deficit of capital that characterizes much 
of agriculture. Some insight with regard to the fluctuations of factor prices of agri- 
culture is to be had from the following data: 


Prick CHANGEs oF Factors UsEp In AGRICULTURE, 1910-1945 


Bldg. Labor 
Equip- Prices ° Land 
Price Chan ment idin | Ferti- (Gross 
from Freee and per lizer Than to 
ing Year upplies n 
(in percent) House | Month) 
(Number of years) 
+31 and above 2 2 
+21 to +30 1 2 1 1 1 _ 3 2 
+16 to +20 _ 1 _ 1 _ $3 3 2 
+11 to +15 1 _ 1 8 3 2 + 5 
+ 6 to +10 4 5 5 7 7 4 6 
Oto +5 32 24 20 2 | 19 | 19 15 TT 
— 6to —10 _ 2 2 2 2 2 1 _ 
—ll to —15 1 1 1 2 1 1 1 1 
—16 to —20 _ 1 2 1 2 _ _ 1 
Aver: 
deviation 3.5 5.4 5.9 6.7 6.1 6.2 11.1 13.2 
(in percent) 


~ #1921; b 1931, 1932; ©1921; 4 1920, 1921, 1932; © 1931. 
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inequality in the personal distribution of incomes. Moreover, I 
shall assume that the main positive role of the pricing system is to 
guide production and to channel products into trade for domestic 
and foreign use. To take still another step, given the existing state 
of our political economy—chiefly the prevailing attitudes toward 
economic policy, the nature and capacity of economic institutions, 
and the type of development that characterizes our economy—it is 
my belief that that part of the pricing system on which agriculture 
depends most directly will not be permitted (politically and institu- 
tionally) to perform its production and marketing functions effi- 
ciently, unless ways and means are first found (1) to make the 
flow of farm income much steadier than it has been from one year 
to another and (2) to reduce substantially the inequality in income 
among families. The first of these is, politically, much the more 
urgent of the two. Plainly we have come out of the interwar period 
and the late war with a price policy for agriculture designed pri- 
marily to attain the objective of stabilizing farm incomes over time. 
If this appraisal proves to be correct, it follows that a high priority 
should be given to inquiry for finding ways and means that will free 
the pricing system from the two income burdens described above, 
especially that of putting the flow of farm income on a steadier 
basis. 

Let us then proceed by leaving the income problems aside which 
means that we shall assume at this point that the pricing system is 
freed so that it can concentrate on the first two functions outlined 
above, namely guide agricultural production and channel farm 
products among their various uses—How efficient would such a 
pricing system be? When put this way, there is still a strong pre- 
sumption, in my judgment, that the pricing system would prove 
to be quite inefficient under conditions of the kind that have pre- 
vailed since 1910-1914. 

This takes us to the heart of the difficulty because there can be 
little doubt that it has been the unstable character of the economy 
that has undermined the pricing system. In its simplest terms what 
appears to have been happening has been a breaking apart of the 
network of prices connecting the decisions to utilize resources for 
production and the decisions to utilize products for consumption. 
This separation has come about as a result of inconsistencies that 
have emerged between the long and the short run when the aggre- 
gates of an economy are fluctuating widely. The commitments with 
regard to factors to achieve allocative efficiency in farming involve 
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production plans that are essentially long run in nature relative to 
the kind of commitments that arise when processors and other 
handlers buy farm products with a view of marketing them to con- 
sumers. In an economy with a steady rate of development and with 
relatively little economic uncertainty—like the years," say, from 
1895 up to World War I—these two sets of decisions may be 
sufficiently integrated by the pricing system to give satisfactory 
results, results approximating the economist norm based on a sta- 
tionary state in equilibrium. Since 1910-1914, however, the econ- 
omy has been so unstable, economic uncertainty has bulked so 
large, and the fluctuations in farm prices" have been so violent and 


1 It is significant that the peaks and troughs of the business cycles that Burns 
and Mitchell identify (in Measuring Business Cycles, Appendix A, Table Al) do 


not appear to have been important in farm price changes that occurred during the 
period 1894 to 1915: 


Stage of Index of farm 

cycle product prices* 
1894 (May, June, July) Trough 60 
1895 (Nov., Dec. & Jan. 1896) Peak 59 
1897 (May, June, July) Trough 57 
1899 (May, June, July) Peak 61 
1900 (Nov., Dec. & Jan. 1901) Trough 74 
1902 (Aug., Sept., Oct.) Peak 82 
1904 (July, Aug., Sept.) Trough 81 
1907 (Apr., May, June) Peak 86 
1908 (May, June, July) Trough 87 
1909 (Dec. & Jan., Feb. 1910) Peak 107 
1911 (Dec. & Jan., Feb. 1912) Trough 97 
1912 (Dec. & Jan., Feb. 1913) Peak 99 
1914 (Nov., Dec. & Jan. 1915) Trough 98 


* Warren and Pearson, Cornell Memoir 142. 
12 Again taking the peaks and troughs of business cycles from Burns and Mitchell 
and relating these to changes in farm prices the wide swings appear to be very close: 


Stage of Index of farm 
cycle* prices 
1914 (Nov., Dec. & Jan. 1915) Trough 98 
1918 (July, Aug., Sept.) Peak 207 
1919 (March, Apr., May) Trough 210 
1919 (Dec., Jan. & Feb. 1920) Peak 227 
1921 (Aug., Sept., Oct.) Trough 128 
1923 (Apr., May, June) Peak 142 
1924 (June, July, Aug.) Trough 140 
1926 (Sept., Oct., Nov.) Peak 142 
1927 (Nov., Dec. & Jan. 1928) Trough 151 
1929 (May, June, July) Peak 146 
1933 (Feb., Mar., Apr.) Trough 59 
1937 (Apr., May, June) Peak 128 


* Measuring Business Cycles, Appendix A, Table Al. 


> U.S.D.A. Index numbers of Prices Received by Farmers, 1910-1943. Washing- 
ton, D. C., Feb. 1944. 


After completing this paper I have had the privilege of reading Geoffrey H. 
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great that the pricing system could not integrate these two sets of 
decisions. As a consequence a gap has appeared in the network 
of prices. In short, conditions have been such that the pricing sys- 
tem has not been able to guide the allocative process in production 
efficiently and at the same time keep farm products moving into 
foreign and domestic markets at a rate consistent with short run 
developments. 

Before turning to lines of inquiry that this formulation calls for, 
it will be useful to examine briefly some data showing the few, small 
changes in agricultural production compared to many large changes 
that have occurred in farm prices. The data that follow are based 
on changes from the preceding year: 


Livestock and 
Change from | | All farm com- | Crop press | Tiverton pro 
| 1910-1946 | 1910-1946 — 
in percen 
(No. of years) | (No. of years) | (No. of years) (No. of years) 
+31 and more — 2 3 2 
+21 to +30 —_ 5 2 2 
+16 to +20 — 2 2 4+ 
+11 to +15 1 1 + 2 
+ 6to +10 4 6 4 5 
from 0 to +5 29 14 14 14 
— 6to —10 2 2 1 1 
—l1l to —15 _ 1 2 2 
—16 to —20 1 
—21 to —30 2° @ 
—31 and less ga 1f 
Average 
variation 
(in percent) 3.9 12.8 14.2 12.0 


* 1931, 1932; > 1921; ° 1932, 1988; 41921, 1931; ° 1981, 1982; ‘192. 


Moore’s Ph.D. thesis, Harvest Cycles, growing out of his researches with the National 
Bureau of Economic Research. I wish to cal] attention to Moore’s findings by draw- 
ing briefly upon Chapter III of his thesis as follows: “ ... we can safely conclude 
that cyclical changes in business conditions are, on the average, a relatively unim- 
portant cause of changes in the output of most of the more important crops in the 
four countries, or of total crop production in each country” (Ch. III, p. 2). As to 
— Moore points out “There is striking evidence in our materials that crop prices 

ave consistently been deflated in severe business contractions and inflated in vigor- 
ous expansions, in the 19th as well as in the 20th century” (Ch. III, p. 24). “How- 
ever... declines in crop prices tend to predominate in mild business expansions 
and rises to predominate in both mild and moderate contractions” (Ch. III, p. 29.) 
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At this point several tentative views with regard to farm prices 
and their instability may be indicated with the view that these 
may serve, at least, as working hypotheses for inquiry into this 
field. 

1. The principal policy objective in this sphere should be to 
develop an efficient pricing system, efficient in performing two 
major functions, that of guiding allocative decisions in agri- 
cultural production and that of channeling farm products to 
consumers. 

2. The pricing system is not an appropriate means for stabilizing 
income from farming over time. To place this burden on the 
pricing system, as has been done in recent years, can only 
reduce greatly its capacity to perform the two functions for 
which it is an appropriate means. Improving the personal 
distribution of income among families and more especially its 
distribution over time, need to be achieved by means other 
than prices. 

3. Under fairly stable economic conditions (such as appeared to 
have prevailed from about 1895 to 1915, for example) the 
pricing system may succeed to integrate its two major func- 
tions. 

4. Under distinctly unstable conditions (such as have been oc- 
curring since World War I for instance) the pricing system 
loses its capacity to integrate the relatively long run produc- 
tion decisions and the comparatively short run decisions in- 
volved in the distribution and marketing of farm products. 

5. To avoid this disintegration of the pricing system the first 
lines of defense are measures that will counteract business 
cycles and wars. This is, however, a big order and meanwhile 
other measures need to be developed to keep the pricing sys- 
tem from disintegrating under unstable economic conditions. 

6. This formulation indicates that it may prove necessary, under 
unstable economic conditions to approach the two functions 


“* ... The positive conformity of crop prices in long and violent business cycles is 
unquestionably a demand phenomenon” (Ch. III, p. $35). Moore asks why should 
crop prices have an inverted relation to the mild cycle, but he does not find a satis- 
factory answer although he sees a clew in changes in world crops relative to domestic 
crops. Moore also finds that, “specific cycles in crop harvests pursue their courses 
almost entirely free of the influence of business cycles” (Ch. III, p. 65). 

The Twenty-Seventh Annual Report of the National Bureau, Stepping Stones 
Towards the Future, Arthur F. Burns, March, 1947, pp. 42-46, includes a short state- 
ment on agriculture prepared by Geoffrey H. Moore. 
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(The period covered is from 1910 to 1946 except cattle and calves, hay, corn, sheep and lambs, wheat and 
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that are properly the tasks of the pricing system separately, 
and develop for each appropriate policies and institutions, on 
the one hand, to guide the allocative process in agricultural 
production efficiently by such means as forward pricing and 
other new institutions to lessen the price uncertainty imping- 
ing upon farmers; and on the other hand, to channel farm 
products into markets at home and abroad by freeing market 
prices. 

Income. American agriculture, undoubtedly, is subject to many 
different kinds of instability, yet be it war or peace, business or 
weather, price or yield, the principal policy objective has been to 
reduce the instability of income from farming over time.* This 
objective focusing on income has not always been explicit—it never- 
theless is the key to most of agricultural policy. It is evident in 
the political support for the McNary-Haugen proposals, the 
Federal Farm Board and the array of New Deal farm programs. 
Production control was advanced in the early ’thirties as necessary 
to adjust output to depressed and shrunken demand. As the limita- 
tions of production control became apparent, the emphasis shifted 
largely to measures to maintain farm prices—commodity loans for 
the “basic commodities” dramatized as the Ever-Normal Granary 
after the drastic droughts of 1934 and 1936; following this came 
price supports to mobilize agricultural production for war and to 
protect farmers during the transition. Throughout all of these 
efforts, like a red thread, runs the objective of stabilizing the in- 
come from farming over time. 

There is no denying that income from farming has been extraor- 
dinarily unstable during the last three and a half decades, more 
unstable than farm prices. The following data make this quite 
evident: | 

1. Comparing agricultural and non-agricultural changes in pro- 

duction, prices and income from the preceding year since 


World War I 


13 See D. Gale Johnson, Forward Prices for Agriculture, University of Chicago 
Press, 1947. 

14 In this paper I do not consider several types of income instability of impor- 
tance to individual farmers, namely that arising from variations in yields, inaccurate 
price expectations, and long run changes in supply of and demand for farm products. 

5 See also Table XX, page 214, “Cyclical Movements in ‘per capita’ Farm and 


Non-Farm Income,” in my book Agriculture in an Unstable Economy, McGraw-Hill, 
1945. 
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Agricul- Non-agri- Non-agri- Agricul- Agri- Non-agri- 
tural cultural cultural tural cultural cultural 


production prices income prices income production 
Average annual 
deviation in per- 3.9 7.3 11.2 12.3 14.0 15.0 
cent 


2. Changes in income from preceding year 


Non-agricultural Agricultural income 
Changes in percent income excluding govt. payments 
(1910 to 1944) (1910 to 1945) 

+80 and more — 3 

+21 to —30 2 3 

+16 to —20 6 2 

+11 to —15 4 3 

+ 6to —10 8 7 

from 0 to +5 8 ll 

— 6to —10 2 — 

—l1 to —15 1 2 

—16 to —20 2 1 

—21 to —30 1 1 

—81 and less 2 
Average deviation 11.2 14.0 

(in percent) 


3. The income instability for groups of farm products and for 
major products, again in terms of changes from the preceding 
year are given in some detail below: (see figures in Table ITI). 

The income problem of course has several different facets. The 

income in many parts of agriculture is very low, a problem that is 
closely intertwined with the low efficiency characteristic of so much 
of agriculture outlined in some detail in my previous paper. The 
wide inequalities in the personal distribution of income also present 
basic difficulties because of its bearing upon the widespread sub- 
standard medical, hospital, housing, and educational facilities and 
poor diets that prevail. The very uneven distribution of income 
over time is still another acute problem in agriculture. It is this 
characteristic of income from farming on which we have been focus- 
ing. Our concern, moreover, has been restricted to that over-all 
instability in farm income originating out of the short and sudden 
fluctuations of the main economic aggregates attributable to the 


Taste III 
(Period covered is from 1910 to 1945 except for cattle and calves, eggs, sheep and lambs, wheat, potatoes 
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unstable performance of the non-agricultural sector of the economy, 
that is, the more violent swings caused by certain business cycles 
and by wars. 

At this point we shall pull together the threads and indicate 
briefly in closing the frame of reference and the working hypotheses 
that appear to us to have promise in analyzing the instability of 
farm income over time. 

1. Lessening the instability of farm income has become a basic 
policy objective in the United States. This objective has 
significance and merit on social, political and economic 
grounds. 

. To achieve this desired stability in farm income the govern- 
ment should not undertake programs that make agricultural 
production unstable.’* Production control is not an appro- 
priate means for counteracting the adverse income effects of 
business depressions and of wars and the aftermath of wars on 
agriculture. 

. Nor should farm prices be maintained at a particular level 
in the market place in order to stabilize farm income over 
time. Price maintenance programs of this type are not 
appropriate means for counteracting wide swings in aggregate 
demand caused by unstable conditions in the non-agricul- 
tural sectors of the economy. 

. Income stabilizing programs are too heavy a burden for the 
pricing system to bear if it is to function efficiently in guiding 
agricultural production and in channeling farm products to 
consumers. 

. To lessen the instability of farm income and to do it in ways 
that will not burden the pricing system, it will be necessary to 
find ways and means for transferring income to farmers dur- 
ing periods when aggregate demand becomes depressed. 

. These income transfers should meet the following conditions: 
(1) they should be strictly countercyclical in design, (2) they 
should not induce production decisions in agriculture incon- 
sistent with long run requirements, and (3) they should not 
clog the channels of trade. 


16 Production adjustments, however, are required on efficiency grounds, and these 
adjustments cal] for certain public policies and action. Measures to aid under-em- 
ployed persons in agriculture to transfer to other occupations, to lessen capital 
rationing and to reduce soil losses are of this type. 


TECHNOLOGICAL ADVANCE AND THE STRUCTURE 
OF AMERICAN AGRICULTURE 


Joun C. ELLICKSON AND JoHN M. BrREwsTER 


Bureau of Agricultural Economics* 


MERICAN agriculture has grown in two main ways. The first 
was primarily settlement—the expansion of farmers into new 

areas of a wild continent. The second is technological advance—the 

creation of more fruitful ways of making the means of life. 

The settlement form of growth was by far the more important 
until the close of the nineteenth century. From 1880 to 1900 
American agriculture turned out a 25-percent larger volume of pro- 
duction through technological advance as reflected in production 
per worker. But it brought forth a 34-percent output expansion 
through the settlement of some 303 million new acres (including 
116 million crop acres) on the part of 2.3 million new farm workers.' 
Except for the Plains and the West, settlement virtually ceased to 
be a form of agricultural growth after 1900, especially after 1920. 
Yet, in terms of food and fibre output for human use, agriculture 
grew faster than ever, expanding about 50 percent in the last 
quarter century. 

As a mode of agricultural growth, then, the settlement era is 
practically dead. Yet it is very much alive in terms of the prevailing 
structure of our national farm plant and our traditional aims of life. 
For our present pattern of farms which was born of the settlement 
era, as well as many ideals and values that were first wrought out 
and stabilized in our national character by the older disciplines of 
that period, are now being gnawed at by the very technological 
advances through which farm people today are so greatly in- 
creasing their productive power and removing the drudgery of their 
toil. The three-century conquest of the wild expanse from the Atlan- 
tic to the Pacific outwardly took the form, for the most part, of 
owner-operated family farms within reach of any pair of willing 
hands. The backfire of this method of conquest into the imagination 
of the people became the ideal and ambition for an ever-expanding 


* While each has exercised a critical check on the other’s work, the senior author 
is mainly responsible for the technical information and the junior author is chiefly 
responsible for the formulation of the argument and writing. 

1John M. Brewster, “Farm Technological Advance and Total Population 
Growth.” This Journat, Aug. 1945, pp. 513-519. 
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agriculture of self-bossed workmen—masterless men in the truest 
sense of the word. 

But with this conquest now well over, contemporary agriculture 
grows almost entirely through technological advance that day by 
day whittles down the number of farms, seals off the doors of farm 
employment opportunities, and makes it harder and harder for 
self-bossed farmers as a group to keep their footing on the soil. 
It is little wonder, therefore, that farm people are even more con- 
cerned with the technology of the scientist and engineer than with 
the business cycle of the economist. For the prospective downswing 
of exchange values that forebodes ill times ahead is largely counter- 
balanced by faith in a remoter upswing, whereas the pressure of 
technological advance upon the older organization of agriculture 
is unrelenting. 

Accordingly, in line with this mingled concern of farm people 
over the impact of new mechanisms on both the fruitfulness of 
their hands and the heritage of their past, this paper (so far as 
available information permits) seeks light on the rates of farm 
technological advance in the Nation and various regions since 1900 
and the effect of such change on the number and proportion of units 
in significant groups of farms, with special emphasis on the out- 
look for family farms. 


I 


Although farm technological advance may be measured by the 
changing productivity of any given resource, its reflection in out- 
put per worker is most suitable for the task at hand. For it is in 
these terms that such advance is reshaping the number of persons 
needed in agriculture and the number and proportion of farms in 
significant size groups. It is also mainly in these terms that the 
compatibility of family farming as well as owner-operatorship with 
technological advance must be appraised. 

In the process of shifting farm power from animal to mechanical 
energy, technology increases farm worker output for human use at 
a faster rate than his gross or total output.? Besides increasing 


2 For the years 1919-1945, productivity data used in this paper are the two series 
prepared by Glen T. Barton and Martin R. Cooper, Farm Production in War and 
Peace. The first series is there called Gross Farm Production, and the second Farm 
Output. “Farm Output” is that portion of gross farm production which is available 
for human use while “Gross Farm Production’”’ includes all farm production for 
both human use and for the production and maintenance of farm workstock. Since 


‘TECHNOLOGICAL ADVANCE IN AGRICULTURE 829 


total output per worker, this shift from animals to machines further 
increases the food and fibre output that is available for human use 
by reducing the amount of farm output required for workstock. For 
example, farm technological advance (as reflected in total produc- 
tion per worker) and total population growth proceeded at about 
the same rate from 1910 until 1940 (approximately one percent 
per year). After 1920, when the tractor began crowding out the 


FARM EMPLOYMENT. GROSS FARM PRODUCTION, FARM PRODUCTION 
FOR HUMAN USE, PER FARM WORKER OUTPUT FOR HUMAN USE, 
AND TOTAL POPULATION, UNITED STATES, 1910-45 
INDEX NUMBERS (1910-100) 

PERCENT 


o=———= Per worker output for human use 

Population 
Production for human use 
200 W——— == = Gross production 
Employment 


4 


1910 1920 1930 , 1940 1950 
SOURCE: SEE TABLE! 
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(Figure I) 


horse, this advance, as reflected in per worker output for human use, 
began outracing total population growth. From 1930 to 1940 such 
advance became more than 2.5 times faster than population 
growth.* But more important now and for the years ahead is the 


there are thus two measures of farm production, there are likewise two measures of 
—_ — productivity. Both measures are essential to an understanding of farm 
technology. 

Each of the Barton-Cooper series was extended by the authors back to 1910 
through the use of Strauss and Bean’s “Gross Farm Income and Indices in the 
United States, 1869 to 1937”—See Footnote 3, Table I for further details. 

’ This disparity of rates is considerably greater if the Census farm labor force 
series is used instead of the BAE series. The BAE series is used in this paper because 
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fact that since 1940 technological advance has exceeded population 
growth in terms of per worker output for human use as well as gross 
output. 

In other words, the outracing of population growth by output 
for human use per farm worker has almost ceased to be the result 
of a temporary shift in the form of farm power and has become the 
function of more permanent characteristics of scientific agriculture, 


COMPARATIVE LEVELS OF PER FARM WORKER OUTPUT FOR 
HUMAN USE, UNITED STATES AND REGIONS, 1910-45 
INDEX NUMBERS (U.S.=100) 


PERCENT | 


an West 
North 
Plains 
Fast 
xemmsx South 


1910 1920 1930 1940 1950 
SOURCE. SEE TABLE II! 
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(Figure IT) 


such as better plants and animals, disease and pest control, wider 
use of fertilizer, soil care, and so on. From 1920 to 1930, the 
’ substitution of machine for animal power was responsible for one- 
half of the increase of farm output for human use, one-third during 
the next decade, and only one-tenth from 1940 to 1945. In 1920 


it permits, whereas the Census series does not permit, regional measures of farm 
technological advance. On the other hand, the Census series does permit a measure 
of such advance on a national basis over a much longer period of time. See foot- 
note 1, “Farm Technological Advance and Total Population Growth.” 


150 
100 
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horses and mules used up 21 percent of total farm production, but 
only 7 percent by 1945. Should this rate continue, the conversion 
of farm production for workstock to food and fibre for human use 
would be substantially completed about 1955. 

In short, although the substitution of mechanical power is still 
of some importance in increasing per worker output for human use, 
the outracing of population growth by farm technological advance 
as reflected in such output now comes chiefly from other sources. 


I. Farm EmptoyMent, Gross Farm PropuctTion AND PRODUCTION FOR 
Human Uses, Propuctivity PER Farm WorkKER, AND ToTAL 
FOR THE UNITED StaTEs, 1910 To 1945 


(1910 = 100 for all indexes) 


Productivity 
per worker 
Farm Total 
employment? For | population® 
human 
use 


Agricultural production® 


Geens For human 
use* 


Million Million 
Number Index} dollars Index| dollars Index Index |Number Index 
1910 | 12,132 7,805 100 6,072 100 100 | 91,972 
1920 | 11,293 8,679 111 6,860 113 121 |105,711 
1930 | 11,207 9,171 118 7,871 130 140 |122,775 
1940 | 10,562 9,752 125 8,748 144 166 |131,669 
1945 9,964 11,230 144 | 10,396 171 209 |139,223 


1 Employment and production entries are three year averages centered on year 
indicated. Production data for 1945 are preliminary. 

2 BAE series, annual average farm employment. 

3 Data for years 1919 to 1945 obtained from Glen T. Barton and Martin R. 
Cooper, Farm Production in War and Peace, U. S. Department of Agriculture, 
Bureau of Agricultural Economics, Washington, D. C., December 1945, Takle 2, 
p. 12 and Table 18, p. 74; preliminary data for 1946 from the same authors. Esti- 
mate for 1909 to 1911 derived from Frederick Strauss and Louis H. Bean, Gross 
Farm Income and Indices of Farm Production and Prices in the United States, 1869 
to 1937, U. S. Department of Agriculture, Washington, D. C., December 1940, 
Table 61, p. 126, Ideal Index. Values expressed in 1935-39 dollars. 

4 That portion of gross production available for human use. 

5 U. S. Census of Population. Estimate for 1945 from Series P. 47, No. 1. 


There is, therefore, no tangible reason why agriculture should not 
continue for the visible future as an expanding industry in terms 
of food and fibre output but a contracting industry in terms of the 
number of farms and farm workers required to feed and clothe the 
Nation. 

Certain differences may now be noted in the comparative levels 
and rates of farm technological advance in the broad economic 
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regions.‘ The West started out with the highest output per worker 
in 1910 and has consistently kept in first place, but the North (in 
second place) is now a strong competitor. While production per 
worker has increased substantially in the East, the rate of advance 
has been less than the national average. In 1910 the output per 
Eastern farm worker was 24 percent above that of the average, 
whereas in 1945 it was only 7 percent greater. The Plains are some- 
what erratic but consistently above the U. S. average. 

The South started out in the lowest position in 1910 and has 
fallen slightly further behind since then. It is the only region where 
farm worker productivity is less than the national average. The 
output of one Northern or Western worker is roughly equivalent 
to that of three Southern workers. 


TaBLeE II. Numser or TRACTORS PER 1,000 Farm WorKERS 
UNITED STATES AND Regions, 1920 To 1945 


Year 


U.S. 


Number 


East 
Number 


North 
Number 


South 
Number 


Plains 
Number 


West 
Number 


1920 
1925 
1930 
1940 
1945 


22 
44 
82 
148 
245 


17 
59 
105 
171 
301 


37 
82 
152 
290 
460 


4 
11 
16 
26 
61 


37 
57 
123 
231 
353 


40 
61 
107 
169 
265 


Source: U. S. Census of Agriculture, and BAE series on annual average farm 
employment. 


In mechanization, the South is about where the non-South was 
in 1925. By 1945 the rest of the country had 370 tractors per 1,000 
‘ farm workers as compared with 68 in 1925. The South had only 
61 by 1945. Furthermore, the rest of the country is still mecha- 
nizing at a faster rate, adding 135 tractors per 1,000 farm workers 
from 1940 to 1945, while the South added only 35. 


4 The regions used in this paper are as follows: 

West: The 11 Western states 

Plains: The tier of 6 states from North Dakota to Texas 

North: Minnesota, Iowa, Missouri, Wisconsin, Illinois, Michigan, Indiana, and 


io 

East: Maryland, Delaware, and the 9 North Atlantic states 

South: The remaining 12 states 
These regions require a minimum change from the Census divisions and the type- 
of-farming regions for which farm employment is reported by the BAE. They ap- 
pear to be the smallest number of regions that include all of the states and yet segre- 
gate the country into not only symmetrical but also relatively homogeneous areas 
with respect to historical change, such as the close of settlement period, average 
acres per farm, etc. 
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III. Farm Emptoyment, Gross Farm Propuction, Farm Propuction 
For Human AND PER Farm WorkKER Output ror Human Usz, 
UNITED STATES AND Reaions, 1910 To 1945 


Item and year! U.S. East | North | South | Plains | West 


000 000 000 000 000 000 
. Farm employment? 
910 12,182 1,288 | 2,959 5,182 1,965 739 

1920 11,293 | 1,076 | 2,709 | 4,741 | 1,846 922 

1930 11,207 1,002 | 2,572 | 4,623 1,986 1,024 

1940 10 ,562 979 2,446 4,383 1,761 993 

1945 9 ,964 944 2,312 4,042 1,654 1,011 


Million | Million | Million | Million | Million | Million 
. Gross production*® dollars | dollars | dollars | dollars | dollars | dollars 
910 7,805 1,023 2,681 1,852 1,515 734 

1920 8,679 1,005 2,898 1,947 1,823 1,004 

1930 9,171 962 | 2,932 | 2,094] 1,936| 1,243 

1940 9,752 | 1,086 | 3,392 | 2,236] 1,662| 1,442 

1945 11,230 | 1,109| 3,786 | 2,506] 2,152 | 1,697 


Production for hu- 
man use 

1910 6,072 2,055 1,437 1,180 

1920 6,860 2,290 | 1,477 | 1,457 

1930 7,871 2,508 | 1,720 | 1,675 

1940 8,748 3,070 | 1,888 | 1,516 

1945 10,396 3,638 | 2,168 | 1,931 


. Output per farm 
worker for human 


use 
1. Index: 1910 = 100 
for each series 
1910 100 100 100 100 100 
1920 121 120 122 181 112 
1930 140 134 140 140 136 
1940 166 154 181 143 169 
1945 209 179 227 194 199 
2. Index: U.S.=100 
for each period 
1910 100 124 189 120 162 
1920 100 123 189 180 149 
1930 100 118 139 120 157 
1940 100 115 152 104 166 
1945 100 107 151 112 155 


1 Three year averages centered on year indicated. Region totals do not add to 
U. S. because of rounding. 


2 Derived from BAE series on annual average farm employment. 

3 Derived from Farm Production in War and Peace and Gross Farm Income and 
Indices of Farm Production and Prices in the United States, ibid. Production meas- 
ured by 1935-39 average dollars. Data for 1945 are preliminary. 


There are some grounds, however, for anticipating substantial 
improvement of the relative position of Southern agriculture. For 


A 

B 
600 
835 
1,129 
1,363 
1,630 
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while the non-South is still adding tractors at a faster rate, the 
South has started to catch up. From 1920 to 1930 the rate of 
mechanization, as measured by the use of tractors in the non- 
South was 12 times faster than in the South, 4.7 times faster from 
1930 to 1940, but only 4 times faster from 1940 to 1945. Further- 
more, the end of substitution of machine for animal power is in 
sight in the other regions, while this shift is only now getting well 
under way in the South. In the North there is a tractor for every 
two workers, but only 1 for every 16 in the South. 

There is, consequently, good reason to suppose that in the next 
few years the South may gain on the rest of the country so far as 
mechanization is concerned. This will vastly change the structure 
of Southern agriculture, relieve farm workers of much of their pres- 
ent drudgery, and greatly increase their productive power. But 
whether it will enable them to reach a technological parity with 
the rest of the country is a question. For, among other reasons, the 
fact that non-Southern regions are now so far ahead of the South in 
the substitution of machines for animal power may enable them to 
concentrate on other forms of technological advance sufficiently to 
keep their present advantage, at least for many years. 


II 


Attention may now be directed to the impact of the comparative 
rates of technological advance upon the number and proportion of 
units in significant groups of farms. For this purpose, the tracts 
whose resources are so small as to produce-less than $400 total value 
of output (at 1939 prices) are disregarded as a part of the national 
farm plant and are therefore taken out of the total number of 
Census farms and farm production. This is done because such tracts 
are not farms in any farmer’s sense of the word although they 
do meet the Census definition of a farm.’ Most of them have no 
power at all or only one horse or mule, harvest less than 10 acres 
of cropland and their “operators” are either unable to work or are 
usually engaged in off-farm work for a livelihood.® And they average 

5 This definition is currently as follows: “A Farm, for Census purposes, is all the 
land on which some agricultural operations are performed ...” and of not “... 
less than 3 acres...” or “... its agricultural products...” are “‘... valued 
at $250 or more.” See section on “Definitions and Explanations” in any current 
state or national report by the U. S. Census of Agriculture. 

* For other characteristics of these tracts, see Farm Characteristics by Vatue of 


Products, Technical Monograph, coop. study, U. S. Dept. of Agr. and U.S. Dept. of 
Commerce, Wash., D. C., 1948. 
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less than $200 total output, mostly for home use. In short, these 
units are neither capable of feeding a family even at subsistence 
levels from home-grown stuff nor meeting more than a negligible 
TasLe IV. Nomina Farms: Numsper, AVERAGE VALUE OF Propucts, AVERAGE 


LAND PER FARM, AND PROPORTION OF CENSUS TOTALS, 
UnITED STATES AND Recions, 1900 To 1945 


Item and year U. S. East | North | South | Plains 


000 000 000 000 
. Number! 


1900 77 
1930 181 
1940 164 
1945 158 


. Average value of 
products? Dollars 
1900 168 

1930 179 

1940 169 

1945 176 


. Average acres? Acres 
1 


900 138 
1940 177 


. Percent of total 

1. Number of farms 
1900 
1930 
1940 
1945 

2. Value of products 
1900 
1930 
1940 
1945 

3. Land in farms 
1900 
1940 


min er 


12. 
17. 


10. 
11. 


CASE POAD 

wo 
wie 


Source: Derived from U. S. Census of Agriculture. 

1 Farms reporting less than $400 value of products, not fed to livestock in 1900, 
and sold, traded or used by farm households 1930 to 1945. Products from green- 
houses and nurseries reported separately in 1930 have been included in the total. 

2 All values in 1939 dollars. The price indexes used were: 1899 = 66.7; 1929 = 154; 
1939= 100; 1944=205. (From BAE and Strauss and Bean.) 

’ For 1900 estimated from U. S. Census of Agriculture, Volume V, Part I, 
Table 17, pp. 230; for 1940 adjusted from Characteristics of Farms by Value of 
Products. op. cit. Not available for 1930 and 1945. 


fraction of essential cash costs for family living and farm operations. 
Since these are the absolute minimum requirements which a tract 
must fulfill in order to function as a farm in any farmer’s use of the 


West 
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term, these units are “farms” in name only and therefore may be 


disregarded as a part of the actual structure of American agricul- 
ture. 


Since 1900 the number of these nominal farms has hovered 
around 2 million. While they constitute a relatively stable propor- 
tion (about one-third) of all Census farms, they account for a 


negligible and steadily declining proportion of total farm produc- 
tion and marketings. 


Excluding nominal farms from the Census total, there remain for 
the period 1900-45 about 4 million units which for the most part 
meet the everyday meaning of a farm. In practical (functional) 
terms, these units fall into three significant groups—family farms, 
larger than family farms, and inadequate farms. 


As stated elsewhere: “Family farms are all units (1) whose land and capital 
resources are at least (a) large enough to yield sufficient farm earnings to 
enable the farmer and the farm to continue indefinitely as a going concern 
through meeting all farm and family living expenditures but (b) small 
enough to permit labor, technological management and business (entre- 
preneurship) functions being performed mainly by family members (i.e. 
at least 50 percent of the annual labor input must be provided by the fam- 
ily) and (2) whose operating control arrangements actually invest the farm 
operating family with responsibility for running the farm. Larger-than- 
family-farms are units whose land and capital resources are so large as to 
involve an annual labor input at least twice as large as the family labor 
force. Inadequate farms are all units (1) whose land and capital resources 
are so limited that farm earnings are insufficient to enable the unit to con- 
tinue indefinitely as a going concern, or (2) whose operational control 
arrangements are such as to divest operating farmers of managerial con- 
trol over farm operations.” 


In terms of total value of output at 1939 prices, the limited in- 
formation now available indicates that for the country and farms 
as a whole, under 1939 conditions, the lower limit of family farms 
(and the upper limit of inadequate farms) was about $1,500. The 
upper limit of family farms (and the lower limit of larger-than- 
family farms) was roughly $10,000.9° 


7 John M. Brewster and Howard L. Parsons, “Can Prices Allocate Resources in 
American Agriculture?”’ this Journat, Nov. 1946, pp. 948-49. Footnotes on these 
pages give further justification of these definitions. 

8 The Farm Housing Problem, U. S. Department of Agriculture, U. S. Congress, 
79th Session, Senate, Special Committee on Post-War Economic Policy and Plan- 
ning, Hearings on Housing, Part 12, pp. 1897-1901. 

® Farm Characteristics by Value of Products, op. cit., p. 102, table 1, and p. 135, 
table 6. On farms reporting $10,000 and over value of product, hired labor out- 
numbers family nearly 5 to 1, but on more than two-fifths of these farms there were 
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Taste V. NumsBer or Farms NoMINAL) AND PEeRcENT or ToTAL 
NuMBER BY CLassEs, UNITED STATES AND REacions, 1900 To 1945 


Item and year . 8. East | North | South | Plains | West 


A. Total farms 
1900 
1930 
1940 
1945 


B. Percent of all farms 

1. Inadequate? 
1900 
1930 
1940 
1945 

2. Family? 
1900 
1930 
1940 
1945 

3. Larger than 


tomtom 
PONS 
oS 


Source: Derived from U. S. Census of Agriculture. See footnotes 1 and 2, 
Table IV. 

1 Farms reporting value of products from $400 to $1,499. 

? Farms reporting value of products from $1,500 to $9,999. 

3 Farms reporting value of products of $10,000 and over. 


Because of differences in technological levels, customary stand- 
ards of living, price levels and price relationships, it is recognized 
that the value of product limits of these social and economic groups 
of farms vary through time and geographic areas. Nevertheless, the 
limits just mentioned may serve as a basis for making a first 
approximation of the change in the number and proportion of units 


no hired workers or only one. Only 10 percent of these farms account for over 60 
percent of all hired labor in this group. All available evidence indicates a similarly 
skewed distribution of hired workers on the next value of product group, from $6,000 
to $9,999. Therefore the number of larger-than-family farms in this group, as 
measured by number of hired workers, is roughly offset by the number of family 
farms in the $10,000 and over value of product group, so that $10,000 is the best 
approximation of the breaking point. 

10 As indicated in the definition above, family farms cannot be described by size 
limits alone since they also involve managerial control over farm production 
processes by the operator. However, availiable information does not permit correc- 
tion for the bearing of this factor on the number of farms within these size limits. 


000 000 000 000 000 000 
3,848 539 | 1,394 | 1,114 635 166 
4,284 405 1,282 1,376 849 372 
4,002 362 | 1,256 | 1,321 716 346 
$,893 322 1,195 1,347 693 336 
74 57.2 
69 49.7 
65 48.8 
58 39.3 
25 38.6 
29 46.0 
$2 45.7 
39 52.1 
family? 
1900 0.6 0.4 0.3 0.2 0.9 4.0 
1930 1.1 1.5 0.6 0.4 1.2 4.4 
1940 1.4 2.2 | 0.5 1.4 5.5 
1945 2.0 2.8 1.4 0.7 2.2 | 8.6 
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in these significant farm classes since 1900 in the broad economic 
regions of American agriculture. 

In these terms two major facts stand out—(1) the growth in the 
number of family farms and of larger farms, and (2) a marked de- 
cline in the number of inadequate farms, so much so as to result in 
a diminishing total number of farms since 1930. In general, these 
trends are more pronounced in regions where technological ad- 
vance is most rapid. 

For every 100 family farms in 1900 there were 159 in 1945, in- 
creasing from fewer than 1 million to more than 1.5 million in the 
country as a whole. Nearly 40 percent of this increase took place 
during the 1940-45 war period, 7 percent in the depression thirties, 
and the remainder during the preceding 30 years. In the North, the 
Fast, and the Plains, the ratio of family farms to all farms increased 
approximately 20 percent. This increase was smaller (13 percent) 
in the West where technological advance has been about as great 
as in the North but where family units have always been a less 
prominent feature of the traditional pattern of agriculture. The 
smallest increase (7 percent) has been in the South where both the 
rate of technological advance has been slowest and the pattern of 
family units has been a less important characteristic of agriculture. 

In all regions except the West and East, family units have been 
increasing their segment of total farm output more rapidly than 
larger farms. In the North, their share of agricultural production 
in 1945 was 14 percent larger than in 1900, while the share of 
larger units was only 8 percent greater. The same principle holds 
for the Plains and the South. In the East, family farms have con- 
sistently increased their proportion of total output less than the 
larger units. And in the West, the share of output by family units 
is slowly declining while that of larger units increased over 6 percent 
in the thirties and nearly 10 percent from 1940 to 1945. 

While the numbers of family and larger-than-family farms are 
increasing, inadequate farms are rapidly decreasing. In 1900 in- 
adequate units constituted three-fourths of all farms and accounted 
for over 40 percent of all agricultural production, but by 1945 they 
made up only 59 percent of all farms and accounted for only 22 
percent of farm production. Since 1930 this group of units has 
decreased by almost 700,000 (from nearly 3 million to nearly 2.3 
million) while family units increased by 257,000. For the past 15 
years this decrease of inadequate units at a faster rate than the 
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gain in family units has resulted in a diminishing total number of 
farms. The extent of the decline in inadequate farms is roughly 
similar (from 18 to 24 percent) in all regions except the South. 


Taste VI. Torat or Propucts (Excitupinc Nominat Farms) AND 
PrRoPoRTION OF PropucTION FroM Eacu or Farm, 
UNITED STATES AND Recions, 1900 To 1945 


Item and year U.S. East North | South | Plains | West 
Million | Million | Million | Million | Million | Million 
dollars | dollars | dollars | dollars | dollars | dollars 

A. Total production 
1900 5,198 762 2,005 1,061 950 420 
1930 6 ,822 806 2,134 1,298 1,504 1,081 
1940 7,391 875 | 2,576 | 1,488| 1,288] 1,163 
1945 8,458 875 | 2,734] 1,676| 1,643] 1,528 
B. Percent of produc- 

tion from 

1. Inadequate farms 
1900 44 41 40 68 39 18 
1930 35 24 32 68 30 15 
1940 29 18 23 55 $1 12 
1945 22 14 18 51 18 7 

2. Family farms 
1900 48 54 57 28 47 48 
1930 52 62 61 Q7 55 52 
1940 53 62 66 34 50 47 
1945 57 62 71 37 63 43 

3. Larger than fam- 

ily farms 

1900 8 5 3 4 14 34 
1930 18 14 7 5 14 33 
1940 18 20 11 11 19 41 
1945 21 23 ll 12 19 50 


Source: Derived from U. S. Census of Agriculture. All values in 1939 dollars. 
See footnotes 1 and 2, Table IV. 


In the East the disappearance of inadequate units as a rule has 
not taken the form of a consolidation into larger farms but of 
abandonment of land for agricultural purposes. For 36 million acres 
were in inadequate units in 1900 as against 16 million in 1940, while 
there was no net change in the acreage of family and larger-than- 
family farms." As a consequence, the East has undergone a greater 
decline in total number of farms than any other region. 

Because of the relatively slow rate of technological change in 
the South, the decline of inadequate units has been slower there 
than elsewhere. Until 1930 there was practically no change. 


11 From the source indicated in Footnote 3 of Table IV. 
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Since then these units have been disappearing at the rate of 9,000 
per year as compared with 36,000 in the rest of the country. As a 
consequence, the South, which had only two-fifths of all inadequate 
farms in 1930, had nearly half of them by 1945. Should the South 
approach any substantial degree of technological parity with the 
rest of the country, a wholesale disappearance of these inadequate 
units would likely result. By the rough measures used in this paper, 
more than 80 percent of all farms in the South fall in the inadequate 
class as compared with less than 50 percent in the rest of the 
country. 


In terms of size and operational control of farms, the chief 
outcome of the settlement era was predominantly a pattern of 
family farms. At the turn of the century, the primary make-up of 
the agricultural sector of the economy was a system of “‘domestic” 
or family industries just as was the make-up of the industrial sector 
at a somewhat earlier date, say 1850. Within the last half of the 
nineteenth century, mechanization in industry practically wiped 
out the family production unit as a representative institution in the 
industrial segment of the economy. In recent years the substitution 
of mechanical for animal and human energy has been going on in 
agriculture as in industry in an earlier period. Since mechanization 
is mechanization, whether in farming or industry, the man who 
thinks on the run quite naturally concludes that farm technological 
advance is bound to wipe out the “domestic system”’ in agriculture 
just as it did in industry. 

Plausible, however, as is this ready size-up of the matter, it 
rests on at least three fundamental confusions—an assumed 
identity (1) of the mechanical form of farm and industrial tech- 
nologies at the expense of their differences, (2) of family farms with 
inadequate units rather than with going concerns, and (3) of farmer 
operational control over farm production with an owner-operator- 
ship form of land tenure. 

The force of each of these confusions arises from the simplicity 
of its source but disappears upon closer scrutiny of the facts at 
hand. 

Advance in industrial technology increasingly separates the 
great multitude of operations involved in a finished product into 
different spaces so as to perform them simultaneously and continu- 
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ously. For this reason, such advance so increases the number of 
production steps that must be done at the same time that it 
necessarily substitutes new units of production, whose operation 
may require thousands of workmen under an elaborate hierarchy of 
bosses, for the older system of family industries. But, as a rule, 
farm technological advance does not multiply the number of steps 
that can and must be done at the same time. For the number of 
simultaneous operations in agriculture varies little with either the 
size of farm or the “state of the industrial arts.” It makes little 
difference, for example, whether a corn-hog farm covers the whole 
State of Iowa or only 160 acres, or whether farming is done with 
oxen, flails, and sickles or with high-powered tractors and combines; 
the number of production steps that can be done at the same time 
on such farms remains substantially unchanged." The same prin- 
ciple applies to almost all types of farming. 

In short, modern industrial and farm technologies rest on a 
different division of labor principle. Modern industrial technology 
involves a spatial division of labor because it mainly locates produc- 
tion steps at different points in space so as to do them all at the 
same time. Farm technological advance, on the other hand, runs in 
terms of a temporal division of labor because it continues to leave 
production steps mainly located at different points in time, in line 
with the requirements of the growth cycle of plants and animals 
and of climatic conditions. As a consequence, the work and man- 
agement requirements of a well equipped farm as nearly coincide 
today with the number of persons and working abilities of an or- 
dinary family as it did in the days of Jefferson. 

Through an oversight of this fundamental difference in the 
mechanical form of farm and industrial technology, the erroneous 
conclusion arises that advance in farm technology must crowd 
family units of production to the wall in the same way that indus- 
trial technology has done so. 

A second confusion arises from an identification of the funda- 
mental nature of family farms with inadequate units. This is a 
plausible assumption because both are usually occupied by fami- 
lies. This occupancy is then easily taken to be the differential trait 

12 Farm technological advance actually reduces the number of simultaneous 
operations through (1) reducing the number of enterprises in a given farming area, 
and (2) transferring such processing and other operations as lend themselves to the 


factory system from agriculture to industry. See footnote 1, Farm Technological 
Advance and Total Population Growth, p. 524. 
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of family farms. Through this definition by easy imagery the con- 
clusion is inescapable that family farms are on the way out. For 
this concept includes many units that are so inadequate in working 
resources as to be incapable of making a go of it from farm earnings 
alone. These units are obviously incompatible with modern tech- 
nology which is ever raising the minimum land and capital require- 
ments further beyond their reach. They hang on far past their 
time, either through depletion of soil fertility and capital resources, 
or because their operators have tightened their belts below accept- 
able levels of living, or have access to outside income, such as 
off-farm work, pensions or retirement savings. But even so, these 
units are disappearing each year by the thousands. 

Having thus mistakenly identified family farms with imade- 
quate units instead of with going concerns, it then follows that 
“family” farms will soon cease to be a representative institution of 
American agriculture, especially so when this identification is 
further reenforced by a confusion of the mechanical form of indus- 
trial and farm technology and also a confusion of operator control 
over farm production processes with an owner-operatorship form 
of land tenure. On the basis of these mistaken premises, the only 
logical conclusion that may be taken toward the future of family 
farms is that they are but a lingering vestige of the settlement era 
that is being forced to the wall by modern technological advance. 

But this mode of thought collapses as soon as the essential traits 
of family farms are viewed in the light of the farming process and 
its units as enduring affairs. For in these terms the essence of family 
farms ceases to be the occupancy of pieces of ground by families 
and becomes such blocks of farm real estate and equipment, under 
family operator control, as are at least productive enough to sus- 
tain both the farm and the family from farm earnings alone. 

In this light, the impact of technology upon the traditional 
structure of our agriculture differs radically from what is otherwise 
assumed to be the case. Instead of wiping out a system of family 
farms, such advance raises the minimum level of capital and land 
requirements per farm unit. For this reason, farm technological 
advance indeed requires the disappearance of an increasing num- 
ber of inadequate units, but it does not require any displacement of 
the historical pattern of family farms as such. Instead of closing the 
door to the growth of our traditional system of family farms, tech- 
nology has simply shifted the source of such growth from the 
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wilderness of the settlement era to the inadequate units of our 
contemporary agriculture. In this way the passing of the frontier 
transformed the source of family farm expansion from a struggle 
of man with nature in the raw into a competition of farm operators 
for each other’s resources. Today’s dynamics definitely favor the 
family and larger-than-family units. On many counts the older 
impersonal struggle against nature may be preferred to the modern 
competitive struggle of farmer against farmer, but this is no 
ground for concluding that farm technological advance requires 
any disappearance of the system of family farms. 

This formulation of the adjustment drift of the social and eco- 
nomic units of American agriculture appears to be borne out not 
only by information previously submitted on change in the number 
and proportion of units in significant groups of farms but also by 
the ratio of hired to “unpaid” family labor. If farm technological 
advance were incompatible with the growth of family farms, this 
ratio would increase in agriculture as it has in industry. But this is 
not the case. For the country as a whole from 1925 to 1945 the 
proportion of hired labor fell from 25.5 to 21.7 percent. Moreover, 
during the same period in the North, where family units are most 
dominant and their growth most pronounced, and where techno- 
logical advance (as reflected in per worker output for human use) 
has been the fastest, the proportion fell from 27.4 to 16.1 percent. 
To a lesser degree the same principle applies to the Plains. In the 
West and the East, where larger-than-family units have been 
growing somewhat faster than family units, the proportion of 
hired labor has remained about constant. This is presumably be- 
cause the increased number of hired workers on larger-than-family 
farms has been offset by a corresponding decrease in hired workers 
c.1 family and inadequate units. 

Finally, the idea of a necessary displacement of family farms by 
larger units arises from the confusion of an owner-operatorship 
form of land tenure with primary operator control over farm 
production processes. 

As previously indicated, family units of production, whether in 
industry or agriculture, are characterized by managerial control 
over their operation by the families who also supply most of the 
labor requirements. Historically, the vehicle of such control has 
been an owner-operatorship form of land tenure so that to this day 
the ready image of an “independent” operator is an owner-work- 
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Taste VII. Farm EmptoyMent: ANNUAL AVERAGE NuMBER oF ToTAL, FAMILY 
AND Hirep Workers, AND 48 A PERCENT oF ALL WorkKERS, 
UNITED STATES AND Reaions, 1925 To 1945 


Item and year U.S. East | North | South | Plains | West 
000 000 000 000 000 000 
A. Total workers 
1925 11,447 1,057 | 2,711 4,723 1,969 987 
1980 11,207 | 1,002 | 2,572] 4,623 | 1,986] 1,024 
1935 11,010 977 2,521 4,699 1,823 990 
1940 10, 562 979 | 2,446! 4,383 | 1,761 993 
1945 9,964 944 | 2,312 | 4,042 | 1,654] 1,011 
B. Family workers 
8,524 698 1,968 3,785 1,501 572 
1930 8,364 685 | 1,898] 3,672| 1,515 594 
1935 8,565 666 | 1,980] 3,820| 1,468 631 
1940 7,998 644 1,928 $3,475 1,359 592 
1945 7,800 638 1,939 | 3,312 1,311 600 
C. Hired workers 
1925 2,923 359 743 938 468 415 
1930 2,843 317 674 951 471 430 
1935 2,445 $11 541 879 355 359 
1940 2,564 335 518 908 402 401 
1945 2,164 306 374 730 343 411 
D. Hired as percent of 
total 
1925 25.5 $4.0 27.4 19.9 23.8 42.0 
1930 25.4 31.6 26.2 20 .6 23.7 42.0 
1935 22.2 $1.8 21.4 18.7 19.5 36.3 
1940 24.3 34.3 21.2 20.7 22.8 40.4 
1945 21.7 $2.5 16.1 18.1 20.7 40.7 


Source: Derived from BAE series, three year averages centered on year indicated, 


man. Accordingly it is natural to assume that managerial control 
over farm processes is so interlocked with this form of land tenure 
that any decline or upturn in owner operated farms is necessarily a 
decline or upturn in family farms. 

It may be observed, however, that this association, whatever its 
historical grounds, is not a necessary relationship and that it is 
now dissolving. 

There are, for example, instances of full owner operators ceasing 
to be family farmers because they have so bargained away their 
control over farm operations that they have become virtually 
hired laborers. Such instances are found most frequently in cases 
of extremely perishable crops, where “‘timing”’ is of the essence and 
where alternative market outlets are not available. But more im- 
portant is the fact that an increasing number of operators are 
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ceasing to be owners, without at the same time losing control over 
their farm production processes. While landlords have the legal 
right to set forth detailed operating controls as a part of the lease, 
the fact remains that ordinarily they do not exercise this right so 
that the tenant often remains as free to run the farm in line with 
his best judgment as if he were an owner. Again, landlords often 
require certain general operating practices (such as a minimum 
proportion of the land in cash crops), but, in many cases, these 
conditions are the same as the tenant would impose upon himself 
if he were an owner. Under this circumstance, instead of being a 
form of external control over the operator’s judgment by an out- 
sider, such leases are simply a formal expression of the way in 
which both the tenant and the landlord would operate the farm if 
each were the only interested party. 

To be sure, there are cases in which operator control is often 
over-run by bossy landlords. The question arises, however, wheth- 
er such interference is not most frequently generated by inade- 
quate units, which are unable to provide incentives and an accept- 
able living for their operating families and also meet normal 
landlord costs and expectations. Under this pressure, the landlord 
feels impelled to take advantage of his ownership prerogatives by 
interfering with the managerial discretion of the tenant, while the 
tenant feels impelled to improve his livelihood through exploitative 
farm practices. To the extent that this condition prevails, the way 
toward a more widespread degree of operator independence would 
seem to lie in some method of converting inadequate units into 
going concern family farms under either a tenancy or operator- 
ownership form of land tenure. 


IV 


This discussion of change in the social and economic units in 
American agriculture, under the impact of technological advance, 
is necessarily but a first approximation. Available information does 
not permit a more exact and extensive treatment. If, however, the 
approach of this analysis is reasonably correct, it suggests certain 
lines of research as a basis for a more intelligent grasp and guid- 
ance of changes in the pattern of our agriculture. 

First, as a preliminary, research should lead to a more adequate 
description of the upper limit of nominal farms (the lower limit of 
inadequate farms) so that nominal farms may be more effectively 
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eliminated from farm statistics. While these tracts should be dis- 
regarded as a part of the national farm plant because their contri- 
bution to total farm output or to family livelihood is negligible, it 
does not follow that the people associated with these tracts should 
likewise be “forgotten.” In fact, much information is needed as to 
their problems, incomes, and levels of living. The surest way to 
“forget” them is to continue to consider their tracts as farms, be- 
cause no farm program can reach these folks and at the same time 
no other agencies have any responsibility for their interest as long 
as they go under the heading of “farmers.” Further, research might 
show that the so-called poverty group in our agriculture is not, by 
and large, the people on these nominal units but the operators of 
inadequate farms without substantial supplementary income. 

Second, having cleared farm statistics of nominal farms, research 
should proceed with the determination of (1) the lower limits of 
family farms, considered as going concerns in terms of farm earn- 
ings, and (2) the upper limit of such farms in terms of farm labor 
requirements."* These limits will give the significant size groups of 
the social and economic units that make up the structure of 
American agriculture. The chief requirement of this line of research 
lies in making due allowance for regional variations of these limits 
with respect to major types of farming, tenure, technological 
change, price levels, price relationships, and accepted living levels, 
while at the same time maintaining sufficient uniformity of method 
to permit national summaries. 

The third line of research requires a breakdown of farm family 
total income into its farm and off-farm components. This is espe- 
cially important, not only as a means of measuring the lower limit of 
family farms, but also as a method of determining the extent to 
which the total income of families on inadequate units from all 
sources is enough for at least some savings after meeting living 
expenditures. Otherwise, no reliable information is at hand on the 
extent to which this great bulk of American farm families exist 
under impoverishing conditions at any given time. 


13 Adequate determination and description of these limits will require more de- 
tailed information on nonfarm income, farm and family living expenditures, and 
farm labor requirements than is available from Census schedules. But, once these 
limits are established, forthcoming tabulations of the Master Sample from the 1945 
Census of Agriculture will provide a point of departure for estimating the number 
and characteristics of farms by these social po economic classes of farms. From 


available Census schedules it is possible to extend such an analysis back to 1925. 
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The formulation of more realistic agricultural policies and pro- 
grams is dependent upon improvement in at least two fundamen- 
tal types of information that are now grossly inadequate. One is 
the total number of actual farms, because only such units can be 
reached by farm programs. This number of farms will also provide 
a sounder base for informing the public at large on the size and 
changing nature of American agriculture. Second, since farm prob- 
lems (such as prices, incomes, soil conservation, housing, etc.) vary 
with the fundamentally different social and economic classes of 
units in our farm plant, more effective farm policies and programs 
further requires a much more adequate analysis and description of 
family farms, larger-than-family farms, and inadequate units than 
is now available. Making those social and economic groups of 
farms the focus of investigation will integrate otherwise unrelated 
bits of information into better tools for guiding change in our 
agriculture along constructive paths. 
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MIDDLEMEN’S ACCUMULATIONS AND EXPEC- 
TATIONS IN MARKETING FARM PRODUCTS 


H. S. Inwin* 
Production and Marketing Administration 


HE purpose of this paper is to invite attention to the impor- 

tance of the accumulations of middlemen in the modern 
marketing of farm products.! Such accumulations are substantial, 
having largely replaced the part played by consumers, and to a 
less degree that played by producers, in carrying farm products 
forward until they are required by consumers. The accumulations 
are governed mainly by the expectations of middlemen as to the 
amounts which consumers will pay for the products accumulated 
and the quantities which consumers will require during the re- 
mainder of the season. 

By middlemen’s accumulations of farm products is meant the 
amounts of each commodity (including products and by-products) 
purchased by middlemen following harvest or during periods of 
seasonally heavy production in excess of immediate merchandising 
or processing needs. An example of such stocks is the quantities of 
butter withdrawn from consumption during the period of flush 
production and placed under refrigeration. Ordinarily the accumu- 
lations are built up to seasonal peaks during the periods of heavy 
farm marketings and then are drawn down to zero or to low levels 
by the end of the respective seasons. Frequently there is no definite 
separation between the accumulations of a commodity and the 
administrative stocks required in its processing or merchandising, 
but the administrative stocks are characterized by much smaller 
fluctuations in volume. 

The marketing problems posed by middlemen’s accumulations 
of farm products are complicated to a considerable extent by the 
tendency toward concentration. Commonly a large proportion of 
the accumulation of each commodity is held by a comparatively 
small number of concerns, usually at the wholesale level, and indi- 
cations are that frequently the amount is so burdensome as to 
require relief. Such problems are peculiar to large-scale accumu- 

* The opinions expressed are the authors only and do not necessarily represent 
the official views of the U. S. Department of Agriculture. 

1 Accumulations of other products are important as well but because of differ- 


ences of organization in production and marketing it is convenient to restrict the 
present discussion to middlemen’s accumulations in the marketing of farm products. 
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lations, but are very real to the middlemen involved. The advan- 
tages of the concentration, however, appear to have overbalanced 
the difficulties. 

Analysis of the accumulations reveals that the following ele- 
ments of marketing are involved in them: 

1. Influencing market prices, especially during accumulation 
Making a market when farm offerings are large 
Equalizing the flow of commodities to consumers 
4. Regulating, in part, the seasonal pattern of consumption 
5. Storing the stocks accumulated 
6. Financing the accumulation 
Assuming the risks of ownership (principally price changes). 

Although these accumulations and the expectations which 
govern them are important in the modern marketing of farm 
products, they are not considered explicitly in current marketing 
literature. It is true that marketing texts and other material in- 
clude discussions of storage, financing, and risk assumption, but 
these separate and general discussions fall far short of presenting 
the full picture of the part played by middlemen’s accumulations 
which must include the first group of elements noted above. 

Failure to give explicit consideration to the importance of mid- 
dlemen’s accumulations leaves a wide gap in the understanding of 
the marketing of farm products. The omission results in a material 
under-estimation of the services rendered by middlemen, especially 
in the wholesale field, and is at the root of warped impressions con- 
cerning some other elements of marketing. 

These conclusions are supported by the following exploratory 
survey of the part played by middlemen’s accumulations and 
expectations. The main points are : (1) accumulations of farm 
products by middlemen have increased greatly, matching the 
reduced proportions carried forward by consumers and producers, 
(2) the accumulations tend to be concentrated in a comparatively 
small number of concerns, principally at the wholesale level, (3) 
the concentration tends strongly to become burdensome, and (4) 
in the principal commodities the concentration is relieved either by 
means of organized or unorganized trading in futures or by the 
formation of vertically integrated corporations. In view of the 
importance of these accumulations they, and the expectations 
which govern them, should be studied with an eye to increased 
social efficiency in their operations. 
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Middlemen’s Accumulations of Farm Products Are Important 


In the absence of quantitative data a convenient indication of 
the importance of the accumulations of farm products by middle- 
men is the extent to which middlemen have replaced consumers 
and producers in carrying forward these commodities from their 
production to their ultimate consumption. A hundred years ago 
most farm products were carried forward by consumers.” Nearly 
every family of standing had wheat or flour to last until the follow- 
ing harvest, fruits and vegetables were dried, and meats were 
dried, salted, or smoked. Today, many families buy bread from 
bakeries or stores each day or two, depend upon canners or quick- 
freezers for fruit, and rely upon meat packers and butchers for 
meat.® 

To a smaller degree, the role of farmers in carrying forward 
their products likewise has decreased. A materially larger propor- 
tion of farm products is marketed promptly than was the case 100 
years ago. Farmers also are much less self-sufficient with respect to 
food than they were, buying a considerable proportion currently. 

Even within the past 25 years the part played by middlemen’s 
accumulations of farm products has increased decidedly. One in- 
dication is the increase in the per capita consumption of commer- 
cially canned fruit in the United States from less than 10 pounds in 
the early 1920’s to about 18 pounds in 1940. The corresponding 
increase in canned vegetables was from approximately 15 pounds 
per person to nearly 25 pounds. In the case of wheat the part played 
both by consumers and producers in carrying stocks forward has 
decreased since the early 1920’s. The dependence of consumers 
upon bakeries has increased to a material degree, and from the 
farmer’s end an increased proportion of the wheat now is trucked 
directly from the combine to market.‘ 

Further, in some commodities, such as eggs, nearly all the 
quantities carried forward are owned by middlemen. Practically 
none were carried forward formerly by producers because of the 
need for specialized techniques in their preservation. In these 
commodities the merchants and processors have not merely taken 

? Cf. H. B. Killough and Bannington Associates, The Economics of Marketing; 
107-108 (1932). See also J. H. Frederick, Agricultural Markets: 1 (1939). It is recog- 


nized that 100 years ago a large proportion of families included producers as well as 
consumers of farm products. 

3 Cf. Margaret G. Reid, Consumers and the Market: 74 (1932). 

4 It is recognized that a considerable amount of wheat and other grains is handled 
by farmers’ cooperative associations, but it is believed that at least most of them 
should be counted as middlemen for this purpose. 
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over a function formerly exercised by producers or consumers; 
they have added a new function in the marketing of these com- 
modities. In certain other commodities, such as butter which in 
early days was salted heavily and carried forward by farmers, the 
part now played by merchants in carrying surpluses forward is 
greater than a mere replacement of the farmers’ role because the 
present storage product enjoys a much wider market than did the 
heavily salted butter carried forward before cold storage. The 
farm products carried forward almost exclusively by middlemen by 
means of special techniques add materially to the proportion of all 
farm products carried forward by merchants and processors. 

Consumers are increasingly dependent upon middlemen and 
farmers for the maintenance of a steady flow, particularly of food- 
stuffs. Putting it another way, farmers and middlemen are, in 
effect, partners in supplying the needs of consumers for farm prod- 
ucts and the increased assumption of the reservoir function by 
middlemen has increased their position in the partnership to a 
material degree. 

Middlemen’s accumulations consist principally of seasonal and 
after-harvest surpluses of farm products, some of them substantial 
carryovers. In most commodities little attention has been given 
until recent years to carrying supplies forward from the season in 
which they were produced. ““The fundamental problem in agricul- 
tural markets is to move the whole crop, or annual supply of partic- 
ular products, into consumption without loss to the producers, 
without a shortage developing, and without much surplus or 
carryover into the next crop year....”® The accumulations of 
most farm products by middlemen are built up to peaks following 
heavy farm marketings and subsequently are drawn down to low 
levels or to zero by the end of the crop year. 


Accumulations Are Governed Mainly by Business Considerations 


Contrary to popular notions, the reservoirs of farm products 
built up by middlemen appear to be influenced principally by the 
business positions of the concerns involved. Commonly the amounts 
accumulated by many concerns are much larger than those which 
the concerns would desire solely in the hope of an advance in prices, 
as witness the extent of hedging in those commodities in which 
hedging is available. 


5 J. H. Frederick, Agricultural Markets: 1 (1987). 
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The business considerations which result in increased accumu- 
lations take a variety of forms, all intended to improve the busi- 
ness positions of the respective concerns. A common form is the 
desire to retain suppliers and customers as well as to obtain new 
ones. During the period of heavy farm marketings of a given com- 
modity, a concern which accumulates stocks will desire to purchase 
all the offerings of its regular suppliers lest they develop other 
outlets and, if practicable, to increase its volume by accepting 
offers from other suppliers. During the period of seasonal scarcity a 
concern desires to control a stock adequate to provide its regular 
customers with their full requirements and also to be able to offer 
supplies as inducements to potential new customers. 

Another form is the desire on the part of processors to assure an 
adequate supply of seasonally scarce commodities or of certain 
qualities of a given commodity. For example, a flour mill located in 
an area of high protein wheat and specializing in flour of high glu- 
ten content may find it desirable to accumulate a relatively large 
supply of high protein wheat following harvest lest such wheat 
should be difficult to obtain later in the season. 

It is recognized that middlemen’s accumulations are speculative 
in the sense that they are subject to the uncertainties of future 
price behavior. Thus they may result in unusual profits or in severe 
losses. Certainly the accumulations and the prices at which they 
are acquired are influenced by the expectations of seasonal price 
advances in most years, even though it is generally recognized that 
any year may vary widely from the usual and may even be 
negative. Doubtless, also, there are some middlemen whose princi- 
pal motive in accumulating a supply is to obtain a profit from the 
hoped-for advance in prices but it appears that as a commodity 
market becomes relatively mature the business considerations in- 
crease in importance and become the dominant factor governing 
the accumulations. It appears also that the competition of the 
concerns which accumulate stocks for business reasons tends to 


reduce seasonal spreads and render speculation relatively unprof- 
itable.® 


* Such a shift in the Chicago butter and egg trade was evident in the 1930s. 
Toward the end of the decade numerous complaints were voiced that a “perfect 
hedge” (a price for November butter or October eggs which would equal the pur- 
chase price and carrying charges) was increasingly difficult to obtain and there was 
grumbling to the effect that the storage margin had been reduced unduly. Cf. 
Alonzo E. Taylor, “How Wheat Is Commonly Carried by the Trade” in Variations 
in Wheat Prices, Wheat Studies V: 271-274, June, 1929. Food Research Institute, 
Stanford University, California. 
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Concentration of Accumulations Adds to Marketing Problems 


If the stocks of farm products accumulated by middlemen were 
evenly divided among all the middlemen involved, the problems of 
accumulations in the marketing of farm products would be com- 
paratively simple. Actually it appears that the accumulations of 
each commodity tend strongly to be concentrated in a compara- 
tively small number of concerns, principally at the wholesale level, 
with some tendency also toward concentration in certain market- 
ing functions. Full explanation of the underlying reasons for these 
tendencies must wait upon further investigation but some of the 
factors may be noted. 

The situation with respect to concentration and the wholesale 
level is thus described in a leading publication: 

... Most producers sell their products long before the next crop year. 
Local merchants... resell soon after purchasing the crops. And since 
manufacturers and most retailers and customers prefer to buy in quantities 
which conform closely to their current needs, it is the wholesale middleman 
who bears the major burden in carrying the investment in farm crops from 


the time they are sold by the producers and local buyers until they are 
finally taken off the market by manufacturers and final consumers.’ 


In a number of instances, however, substantial stocks are accumu- 
lated by manufacturers, as in the case of some millers. 

The tendency toward concentration of the accumulations is 
evident within the wholesale field also because many wholesalers 
take little or no part in accumulating farm products. Thus the 
accumulations are concentrated in the hands of only part of the 
wholesale dealers in the respective commodities. In partial expla- 
nation of the non-participation of many wholesale dealers in this 
service two factors may be noted. First is the sharp difference be- 
tween accumulation and current wholesale operations; second is 
the apparent disadvantage of small wholesalers operating in large 
commodity markets. Both point to the importance of adequate 
financial resources in the accumulation of farm products. 

With respect to the difference between accumulations and 
current wholesale operations it is apparent that the latter ordinar- 
ily are characterized by dealings in large lots at small costs and 
profits per unit. In contrast to current operations the profits or 
losses per unit on accumulations may be large. Consequently, a 


7 Fred E. Clark and L. H. D. Weld, Marketing Farm Products: 305 (1932). See 
also comments on reduction in stocks held by retailers in Margaret C. Reid, Con- 
sumers and the Market: 74, 2nd edition, 1939. 
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concern with limited capital may well avoid any substantial accu- 
mulation of stocks for fear that a decline in price might cripple it 
or even force it out of business. 

Turning to the disadvantages of a small wholesaler in a large 
commodity market, it appears that they may cause many such 
concerns to expand current operations rather than attempt accu- 
mulation of the commodity handled. A small concern may enjoy 
local advantages, but in a nationwide market it is likely to be 
handicapped in dealing with distant customers who frequently 
require a wide range of quality of product, and the small concern 
may also experience greater difficulty in controlling credits, col- 
lections, and transportation questions than a larger concern. It is 
also more difficult for a small concern to keep its name before 
customers. On the whole it may be concluded that these factors 
may influence a number of small wholesale concerns to expand 
current operations, rather than to undertake accumulation of the 
commodity handled. 

Further, the capital required in the accumulation of farm prod- 
ucts competes sharply with that engaged in the current handling 
of those products. That required in current operations commonly 
reaches its peak during the period of heavy farm marketings which 
is also the time when accumulations are undertaken. A concern 
having only sufficient capital for the peak of current operations is 
not in a position to accumulate stocks. . 

Other factors as well doubtless operate to restrict the principal 
accumulations of farm products to a comparatively small number 
of concerns. Study of these factors will throw new light upon the 
activities of wholesale dealers in farm products and the services 
which they render. Most of the accumulations of farm products by 
middlemen are held by a small proportion of the concerns dealing 
in the various commodities.*® 

Financial resources frequently are a limiting factor in the accu- 
mulation of farm products by wholesale middlemen, particularly in 
commodities in which the risks of price declines cannot be shifted 
largely to others by means of hedging. Prudent management 
suggests that the ratio of commitments resulting from accumula- 

8 This tendency is evident in the commodities placed under the Commodity Ex- 
change Act from a comparison of the stocks owned by the larger hedgers with the 
total commercial stocks of each commodity. It is recognized, however, that probably 


the concentration in those commodities has been increased materially by the ability 
of the hedgers to transfer risks of price changes to others. 
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tions to assets should not be permitted to become high lest losses 
should necessitate a reduced scale of operations or even force the 
concern out of business. Concerns in strong financial positions are 
able to set up reserves in years of profits to offset the losses sus- 
tained in bad years; some concerns with limited capital accumu- 
late relatively large stocks from time to time, and in unfavorable 
years a number of them are crippled or forced out of business. In 
commodities having organized futures markets it is possible to 
reduce the risks of accumulations to a large extent, by means of 
hedging with the result that the ratio of accumulations to financial 
resources may be larger in such commodities than would be pru- 
dent in commodities in which hedging is not possible. 

There is reason to believe that frequently concentration of 
middlemen’s accumulations is burdensome to many of the dealers 
involved. Very likely this is attributable (in large part) to the 
merchandising and processing considerations which induce 
dealers to acccumulate larger stocks than they would if they were 
influenced only the by hope of an advance in price. Presumably the 
necessity of keeping down the ratio of accumulations to financial 
resources is especially burdensome to relatively new concerns 
which, growing rapidly, are eager to increase their volume of 


business. That such dealers are disturbed is evidenced by their 
efforts to devise methods to deal with the concentration. 


Methods to Reduce Concentration Were Essential® 


Incomplete evidence indicates that burdensome concentration 
of middlemen’s accumulations characterized each of the principal 
farm products in turn as the market for that commodity widened 
and increased in size and complexity. Crippling losses and bank- 
ruptcies were common among the unfortunate or less shrewd of the 
middlemen who were entering upon the new venture of accumu- 
lation of respective commodities. In a number of commodities the 
concentration was relieved in part by the use of forward or time 
contracts which, in some instances, ripened into organized trading 

® This conclusion is supported with respect to grain, cotton, butter, and eggs by 
studies reported in an unpublished paper by the writer, entitled, Organized Trading 
in Butter and Egg Futures: Its Background and Evolution. The analysis indicated 
clearly that middlemen in the respective commodities were attempting to escape 
from the degree of speculation which new conditions were thrusting upon them. 
With respect to other commodities the generalization is largely inferential, but the 


inferences seem warranted by the efforts made to avoid the concentration of 
speculative risks resulting from the increasing accumulations by middlemen. 
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in commodity futures with the continued growth of the commodity 
markets. In certain other commodities the concentration has been 
relieved by the combination of a number of marketing functions 
into one corporation which is known as vertical integration. 

Time contracts were employed extensively in grain marketing 
at Chicago and in cotton marketing in New York as early as the 
1850’s. They had been employed in the purchase of hogs in the 
vicinity of Cincinnati before 1850. In grain at Chicago the first in- 
stances found resulted from the tremendous increase in the accu- 
mulations of corn by corn dealers along the Illinois and Michigan 
Canal and the Illinois River which followed the opening of that 
canal. Much ear corn was hauled to dealers’ cribs in the winter 
when the roads were not bottomless at least, but for fear of damage 
in shipment much of it had to be held until the late spring or sum- 
mer before shelling and shipment. Evidently the resources of the 
dealers were strained to the utmost in providing additional facili- 
ties and in holding the rapidly increasing amounts of corn. Time 
contracts provided one means of relief from the concentration of 
accumulations. Such contracts also came to be employed in wheat, 
in part because the wheat which accumulated there after the close 
of lake navigation in the fall had to be held until the spring. 

Time contracts in cotton marketing at New York attracted 
attention as early as 1851.!° Their use in butter and egg marketing 
began much later than in wheat and cotton since the accumulation 
of butter and eggs had to wait upon the development of cold stor- 
age. In a number of other commodities such contracts are em- 
ployed at present. 

It is evident that through entering into a contract to sell a speci- 
fied quantity at an agreed price on a future date a dealer who has 
stocks on hand is able to reduce his price risks. Thus he can en- 
large his operations beyond the point where prudence otherwise 
would call a halt. Indications are that the use of time contracts is 
helpful in comparatively small commodity markets at stages 
when they are restricted to a small number of dealers who fulfill 
their contracts. 

Time contracts, however, became outmoded in a number of the 
principal commodities by the continued expansion of the market. 
As the number of merchants operating in the market increased, 


10 Stanley Dumbell, “The Origin of Cotton Futures,” Economic History, 1: 259, 
May, 1927. 
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and as time contracts came to be used by a larger proportion of 
them, the difficulty of fulfillment of contracts increased, particu- 
larly at times of sharp changes in price level. Various efforts to- 
ward enforcement of such contracts were made, including provi- 
sion for deposits of margins by one or both parties to the contracts 
with proposals that margins should be increased if the market 
should continue to go against one of the parties. These efforts met 
with only moderate success and the time contracts proved unequal 
to the demands of the widening markets. The need for more effec- 
tive enforcement resulted in the inauguration of the early stages of 
organized trading in futures. Thus the early announcements of the 
Chicago Mercantile Exchange emphasized their contention that 
contracts entered into under its rules would be enforced. 

Considerable evolution is evident in the organized trading in 
futures since its inception in each of the principal commodities. 
Such evolution reflected the continued growth of the respective 
commodity markets in size and complexity. The outstanding 
change in organized trading has been the development of hedging. 
In contrast to time contracts which contemplated the fulfillment 
of the contract by the delivery of the commodity specified, hedg- 
ing contemplates that most futures or contracts will be settled by 
offset and that the commodity hedged will be merchandised in 
most instances by the hedger. Thus an efficient merchandiser may 
hedge to transfer to others most of the risks of price changes while 
retaining the control of the merchandising of the commodity. The 
development of hedging permits a material increase in the concen- 
tration of commercial speculation in the commodities hedged. At 
the same time it favors increased competition in carrying stocks 
forward because it reduces the importance of large financial re- 
sources in this function and thus allows efficient merchandisers to 
compete more vigorously." 

Vertical integration also relieves the concentration of middle- 
men’s accumulations although in a different way. It commonly 
combines functions featured by a high degree of accumulations 
with other functions having smaller accumulations and, in effect, 


11 The attempted explanation of the advantages of hedging on the basis of “‘trans- 
fer of risks to specialists” which are contained in a number of texts on marketing 
and economics are shown to be invalid by the studies of the Commodity Exchange 
Administration. On the whole, the other side of the hedges is taken by numerous 
smal] traders drawn from a wide variety of occupations. Indications are that 
their market judgment is inferior to that of the hedgers. 
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spreads the risks of the accumulations proportionately over all the 
functions included in the corporation. Tobacco is conspicuous 
among the farm products marketed principally through vertically 
integrated concerns; livestock products, cheese, and canned milk 
are prominent among the other products. 

Obviously, the relief afforded from burdensome concentration 
of accumulations by vertical integration depends upon the extent 
to which low concentration functions are combined with: those 
featured by a high degree of concentration. In cigarettes nearly all 
the marketing functions are performed by the vertically integrated 
concerns, from the purchase of the tobacco from the farmers at 
auctions to the sale of cartons of cigarettes to retailers through 
wholesalers whose activities are supervised. In livestock products 
the marketing services rendered by the leading meat packers 
extend from the purchase of animals at stockyards or even at 
country concentration points to the sale and delivery of meat to 
retailers. 

Relief from the concentration of accumulations does not appear 
to have been a prime factor in the rise of vertical integration in 
marketing farm products. Other considerations frequently seem to 
have been more important; in fact, in some instances its aid in 
handling the concentrated accumulations may not have been 
recognized until after the integrated concerns were in operation. 
Yet the advantages of vertical integration in handling accumula- 
tions are substantial, and they contribute materially to the success 
of the vertically integrated concerns. 

One or the other of the ways of dealing with the concentration of 
middlemen’s accumulations—organized or unorganized futures 
trading or vertical integration—features the marketing of nearly 
all farm products. Both are found in some commodity markets. 
For example, in canned fruits and vegetables forward (futures) 
contracts are employed by independent canners while other por- 
tions of the canning field are occupied by vertically integrated 
concerns. In lard and provisions which are produced by vertically 
integrated concerns there was organized trading on a limited scale 
up to World War II. There is some reason to believe, however, 
that successful vertical integration tends to displace organized 
trading in commodity futures.” 


1 With respect to lard and provisions there are indications that the trading had 
been much more active in former times. Before 1880 it appears that such trading 
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The foregoing material indicates that the disadvantages ex- 
perienced by middlemen in the evolution of their accumulations 
were substantial, especially during the periods of rapid expansion 
of the respective commodity markets. Yet the accumulations 
continued to increase in the face of the difficulties. This cireum- 
stance indicates that even greater disadvantages were confronting 
producers and consumers in the changing conditions, causing 
them to relinquish gradually a portion of the farm products which 
they carried forward.'* From the farmers’ standpoint the difficulty 
of keeping in touch with consumers’ requirements as the market 
widened may have been a contributing factor; from the consumers’ 
viewpoint the rising standard of living and the lack of storage 
space in many city dwellings may be mentioned. 


Social Responsibilities of Accumulations Should Be Recognized 


The extent of middlemen’s accumulations of farm products, the 
services which they render in the marketing of farm products, and 
the degree to which both farmers and consumers are dependent 
upon these services indicate clearly that these accumulations entail 
great social responsibilities. Popular recognition of these little 
understood responsibilities is highly desirable, both to stimulate 
constructive measures and to control abuses. 

These responsibilities have been perceived only vaguely by the 
public and by a number of middlemen for a number of reasons. 
Two of the main reasons may be the failure to appreciate fully the 
growth of the accumulations and the difficulty of distinguishing 
between their collective and their individual aspects. 

The present position occupied by middlemen’s accumulation is 


may have been used to a considerable extent by a number of pork packers to hedge 
the accumulation of their products. Testimony to the effect that some such hedging 
was done in New York was given at a legislative hearing, Report of the Committee 
to Investigate the Cornering of Grain and Other Articles, New York Senate Document 
V: 493, No. 45, 1853. Very likely considerably more hedging was done in Chicago 
which was closer to most pork packing plants. 

18 One disadvantage from the farmers’ viewpoint is the effect of the financial re- 
sources of the middlemen accumulating stocks upon the prices received by farmers 
when marketings are unusually heavy, as in the case of a large crop. Such resources 
would tend to limit the amounts which could be accumulated during larger than 
average marketings and would tend to depress prices since after merchants had ac- 
cumulated their norma] amounts they would be less interested in more, unless at 
price concessions. 

Likewise, after a season of speculative losses the desire of the accumulators to 
recoup their losses, in addition to the reduced funds available to them, would tend 


toward lowering the prices paid to farmers during the next period of heavy farm 
marketings. 
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the result of a gradual evolution. It is extremely doubtful if society 
would have voted in advance to entrust so much responsibility to 
the middlemen of the respective industries. But over a period of 
years the continued willingness of middlemen to purchase and 
hold stocks of the various commodities induced farmers and, 
particularly, consumers to reduce their holdings. The change in 
any year may have been hardly perceptible; over 25 years it is 
significant. 

_ The evolution, however, applies only to the collective aspect of 
the accumulations of farm products by middlemen. From the 
individual aspect there has been comparatively little change in 
many features of the operation since its beginning. Each concern 
attempts to buy as cheaply as possible when farm marketings are 
heavy and to obtain the best prices possible when selling. If an 
accumulator pays too much for his stocks or acquires too large a 
stock, he must accept a loss at the end of the season. Warehousing, 
financing, and risk assumption remain the individual responsibility 
of the accumulator. 

Emphasis upon these individual aspects of accumulations may 
be used to attempt to avoid the responsibility attaching to the 
collective aspects. Cloaked by comparative anonymity, many of 
the smaller middlemen tend to shrug off any share of social respon- 
sibility, pointing to their difficulties in obtaining profits in the face 
of competition. Their contentions frequently seem plausible until 
consideration is given to the advantages which middlemen as a 
whole enjoy because of the dependence of producers and con- 
sumers upon their accumulations. 

Such dependence is the result of the evolution of the collective 
aspect of the accumulations. At the outset no significant social 
responsibility was apparent. When grain merchants, for example, 
first accumulated small supplies of wheat, the scattered holdings 
had no appreciable effect upon wheat marketing. Gradually, how- 
ever, the continued willingness of middlemen to purchase and 
carry forward stocks of farm products and to feed supplies out to 
consumers resulted in substantial accumulations while both 
farmers and consumers came more and more to depend upon 
middlemen for these services. 

Recognition of the part played by middlemen’s accumulations 
in the marketing of farm products will contribute to increased 
efficiency in marketing both by improvement in performance and 
by correction of abuses. 
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Recognition would involve the development of approximate 
standards of performance of the reservoir function by middlemen, 
taking into account the problems peculiar to accumulations. It 
would imply commendation of an industry for unusually creditable 
achievements from the public standpoint as well as criticism for 
poor results. 

Gains arising from such recognition may be predicted with 
especial confidence in the commodities featured by futures trading 
in them because recognition would correct misunderstandings 
which cause lowered efficiency. At present the popular prejudice 
against such trading, which is confused with gambling, tends to 
deter many men of high repute from assuming futures positions, 
and thus leaves the important function of price determination to 
men of less experience, presumably of inferior judgment, and prob- 
ably with a less keen sense of responsibility. Actually it would be 
in the public interest to encourage the shrewdest judges of market 
conditions to participate in the determination of futures prices 
because of the importance of those prices to the producers, middle- 
men, and consumers of the respective commodities and recognition 
of middlemen’s accumulations will contribute to that end. 

Recognition also would aid in obtaining improved rules govern- 
ing the organized trading in futures through clearing away the 
prejudices which now discourage the more enlightened exchange 
members who are attempting to render better services in the 
marketing of the various commodities. Popular appreciation of the 
way in which the trading contributes to that marketing would 
help materially in effecting improvements. 

Turning to the control of abuses, it is apparent that the need for 
such controls in organized trading and in vertical integration would 
be thrown into sharper relief by recognition of middlemen’s accu- 
mulations. This result would be pronounced in organized trading in 
which the popular notion that much of the trading is merely 
gambling, reprehensible but perhaps not too serious, has diverted 
attention from the results of certain practices. Actually, the dis- 
tortion of futures prices by means of manipulation or other prac- 
tices is much more serious than gambling and deserves stricter 
control. 

In general the abuses found in organized trading in commodity 
futures result from imperfections in the rules governing the trading 
which, in turn, trace to lack of recognition of the functions of the 
trading in the minds of many of the members of the exchanges. 
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The two main types are (1) manipulation which includes corners 
and squeezes and (2) speculative price cycles. 

Corners and squeezes have been known for many years but now 
are of reduced importance. Corners, once frequent, have nearly 
disappeared. The incidence of squeezes has been cut down in the 
commodities included in the Commodity Exchange Act, in part 
because of prosecutions and in part because of regulations provid- 
ing for a period of delivery beyond the end of trading. 

Speculative price cycles which account for a large share of the 
wide fluctuations in certain commodities are less well known. They 
were first identified in 1931 by H. Working who found 21 major 
speculative price cycles in a study of 43 years of wheat prices. In 
addition there were other smaller cycles, including the one in 1928 
which showed an advance of nearly 45 cents per bushel from early 
February to its peak on April 30 and was followed by an even 
greater decline. Such cycles consist of an advance occasioned by 
over-optimistic buying and a subsequent decline. Indications are 
that they are of greater importance than corners and squeezes and 
also are more difficult to control. 

Evidently the advances in speculative price cycles are largely 
manifestations of mass psychology. They result in large part from 
the overbuying of numerous small traders who are attracted by a 
rising market and who hope for a continued advance. Buying by 
professional traders also contributes to the advance and the buying 
enthusiasm is fanned by brokers, eager for additional business. 
When the wave of buying subsides, the price is higher than is 
warranted by existing conditions and a decline ensues. Professional 
traders are quick to close out their long positions when the advance 
slackens and some of them sell short on the subsequent decline.” 
Small speculators tend to hold their long positions, hoping for a 
resumption of the advance, and frequently are forced out by 


4H. Working, Cycles in Wheat Prices, Wheat Studies VIII, November, 1931. 
Food Research Institute, Stanford University, California. See also, Seasonal Tend- 
encies in Wheat Futures Prices by the writer. Processed, 27 pages, January, 1936. 
Grain Futures Administration, United States Department of Agriculture. 

6 A minor abuse which contributes to speculative price cycles and other fluctua- 
tions in prices is the trading on price movements by professional traders. It consists 
of buying when prices are advancing and selling when prices are declining, expecting 
that the movement will be continued and depending upon the market agility of the 
trader to close out his positions quickly when the trend is halted or reversed. See 
“Risk Assumption in Trading on Exchanges” by the writer, American Economic 
Review, XX VII: 269, June, 1937. Cf. J. M. Keynes, The General Theory of Employ- 
ment, Interest, and Money: 148-151 (1935). 
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exhaustion of margins. Frequently the heaviest losers are the 
small speculators who are drawn into the market on the buying 
side near the end of an advance. 

Control of speculative price cycles would result in greater price 
stability in a number of commodities, but it must wait upon a 
better popular understanding of the nature of the cycles, their 
effects upon commodity prices, and the losses incurred by numer- 
ous small traders who take part in them. Indications are that only 
limited effects could be obtained by the imposition of governmen- 
tal regulations under current conditions. 

Much less information is available concerning abuses in the 
accumulations of farm products by vertically integrated corpo- 
rations. In part this may be true because their operations in this 
respect have not been studied to the same extent by public agen- 
cies. It appears that the way is open to abuses, and while many 
concerns doubtless are relatively free from them, it is doubtful if 
this is true of all concerns. Indications are that most of the possible 
abuses fall into the field of imperfect competition which has re- 
ceived attention only in comparatively recent years.’® 

One possibility may be the exercise of price leadership which is 


considered by some authorities to be one of the most far-reaching 
methods of price fixing in American industry.’ In appropriate 
circumstances it is thought to work against reductions in selling 
prices; with equal logic it might hold down prices paid to produ- 
cers during periods of heavy farm marketings. 


Broad Study of Middlemen’s Accumulations 
Should Be Undertaken 


Only the general outlines of place occupied by the accumulations 
of middlemen in the marketing of farm products, as indicated by 
the admittedly incomplete information available, could be pre- 
sented in the foregoing material. They point strongly to the con- 
clusion that these accumulations and the expectations which 
govern them are important factors and that their omission warps 
the current understanding of marketing. Accordingly it is urged 
that a broad study of middlemen’s accumulations of farm products 

16 Tn the agricultural fic.d see A. C. Hoffman, Large Scale Organization in the Food 
Industries, Monograph #35, Temporary National Economic Committee, 1941 and 
W. H. Nicholls, Imperfect Competition Within Agricultural Industries (1941). 


17 See George T. Comer, “The Outlook for Effective Competition,” American 
Economic Review, XXXVI: 156, May, 1946. 
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be inaugurated to obtain concrete evidence as to their importance, 
their usefulness, and what they may contribute to increased 
efficiency in marketing farm products. Likewise, the advantages 
and disadvantages of such accumulations should be considered 
carefully in order to determine whether or not it would be in the 
public interest to replace them with governmental accumulations. 

It is reasonable to conclude that analysis of the services rendered 
by middlemen’s accumulations in the movement of farm products 
from producers to consumers will add materially to the apprecia- 
tion of the work of middlemen, especially at the wholesale level 
where the accumulations tend to be concentrated. It may well be 
true that analysis will disclose that the operation of reservoirs of 
farm products constitutes a large proportion of the work of whole- 
sale middlemen, and that familiarity with accumulations is essen- 
tial to an adequate understanding of wholesale commodity 
markets. Needless to say, the accumulations should be considered 
in any attempts to determine reasonable costs of marketing farm 
products. 

Information developed by a study of middlemen’s accumulations 
should be of great value to commodity markets which now are in 
the stage of rapid expansion, such as quick frozen fruits and 
vegetables and dried milk, where the problems of accumulation 
are acute. Analysis of the conditions which were experienced in 
comparable stages of other commodity markets and of the ways in 
which relief was obtained should aid the newer industries in arriv- 
ing quickly at solutions appropriate to their respective needs. 

Information concerning middlemen’s accumulations of farm 
products and their concentration at the wholesale level also should 
be of immediate practical value to cooperative marketing associa- 
tions which are seeking to extend their activities into the wholesale 
field. It should be helpful both to managers and executive bodies in 
charting their new courses and to the memberships in comprehend- 
ing the nature of the new undertakings and what each hopes to 
accomplish. 

With respect to organized trading in commodity futures, the 
analysis of middlemen’s accumulations opens the way to positive 
as well as negative methods of improvement. Formerly the study 
of this trading has looked mainly to improvement through bringing 
undesirable practices under control; further research should strive 
also to ascertain how the forces of this trading may be geared most 
effectively to efficient marketing of the products traded. 
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Outside organized futures trading, there is reason to believe 
that systematic study of the virgin field of middlemen’s accumu- 
lations will open the way to marketing economies through the 
disclosure of conditions readily subject to improvement. This 
condition may be most apparent in the commodity markets now 
featured by unorganized futures trading. With respect to the 
commodities handled by vertically integrated concerns there may 
be less room for gains in efficiency, but there may be good reason 
for directing public attention to the discharge of the reservoir 
function as well as to efficiency in current operations. 

An even more important reason for a broad study of middlemen’s 
accumulations of farm products is the question of public policy, 
both from the standpoint of public attitudes toward commodity 
futures and vertically integrated corporations and, in particular, 
from that of inadvertent replacement of middlemen’s accumula- 
tions by governmental accumulations, possibly to public disadvan- 
tage. Since the present system has become fitted to current needs 
by a long process of evolution its advantages and disadvantages 
should be compared carefully with those of governmental accumu- 
lations before replacing it wholly or in large part with governmental 
accumulations. 

Governmental accumulations are not proposed for the purpose of 
displacing middlemen’s accumulations. The prospect is, rather, 
that in the absence of recognition of middlemen’s accumulations 
and the importance of their services the governmental activities 
likely to affect them may be incidental to market support opera- 
tions or to international agreements. Market support operations 
already have competed with middlemen’s accumulations; the 
threat from international agreements is a new possibility arising 
from the high degree of control now exercised over farm products 
by most governments. 

Market support operations by governmental agencies began in 
1929 with the purchase of large quantities of wheat and cotton by 
agencies of the Federal Farm Board. Substantial amounts were held 
for several years while prices declined and finally were closed out at 
heavy losses. Presently even greater accumulations of various farm 
products were built up, principally as the result of non-recourse 
loans to farmers which permitted the borrower to deliver the com- 
modity to a governmental agency if the price level per unit did not 
come to equal or exceed the amount lent. In certain other commod- 
ities, as in butter, support was afforded by the purchase and hold- 
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ing of the commodity. Part of the accumulations was donated to 
relief agencies, as in the case of much of the butter acquired in 
1938, but governmental stocks of many commodities became very 
large and until World War II caused a sharp increase in the demand 
for commodities, it appeared that heavy losses upon them would be 
incurred. 

It appears that such accumulations resulted in only a moderate 
degree of competition with middlemen’s accumulations since the 
governmental accumulations consisted mainly of season-end carry- 
overs while middlemen’s accumulations are made up princ'pally of 
seasonal and after-harvest surpluses. It does not seem that the 
reduction in middlemen’s holdings interfered significantly with their 
marketing services. 

Resumption of price support programs is urged in various quar- 
ters in anticipation of returning surpluses of farm products, and 
indications are that the programs may be expanded materially. 
Middlemen’s accumulations which must pay their way while ren- 
dering important marketing services are highly vulnerable to the 
competition of such programs which are operated primarily with a 
view to protecting, increasing, and stabilizing farm prices and 
which may draw upon the public treasury to meet losses. Should 
such competition cut down middlemen’s accumulations to the ex- 
tent of hampering their services, it might be necessary to decide 
hurriedly whether to restrict the competition or to replace the 
services with governmental activities. Would it not be wise to 
analyze the part played in marketing by middlemen’s accumula- 
tions well in advance of such a contingency? 

With respect to the possible effect of international agreements 
upon middlemen’s accumulations, it should be borne in mind that 
in nearly all other countries the marketing of farm products is con- 
trolled to a high degree by the respective governments. Even in 
Canada the marketing of wheat and coarse grains is handled by a 
governmental agency. In the absence of knowledge of the services 
rendered in this country by middlemen’s accumulations the prefer- 
ence of other countries for governmental control might induce our 
representatives at international conferences to commit the United 
States to a degree of government control which might prove un- 
satisfactory. Study of middlemen’s accumulations of farm products 
would aid in explaining the situation here to other countries and 
would permit mature consideration of their advantages and disad- 
vantages before replacing them. 
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INCE 1942 we have struggled with food shortages rather than 
S surpluses—not because food production declined—it expanded 
by more than one-third over the surplus-ridden prewar period— 
but because domestic and foreign demand expanded even more 
than production. Now in the second post-war year, we are begin- 
ning to worry about surpluses again; not because we expect pro- 
duction in the immediate future to expand further, but because we 
expect domestic and foreign demand to shrink. Food demand, 
however, will not shrink because people at home and abroad will 
need less food. On the contrary, they will need more. The antici- 
pated decline in food demand will stem from the shrinking of ef- 
fective purchasing power in the food market. 

Hence, the phenomenon of surplus production of food as a whole 
originates in demand rather than supply conditions. Discounting 
abnormal war needs, I believe it can be demonstrated that Ameri- 
can agriculture, as far as food production as a whole is concerned, 
is not over-expanded relative to the food demand generated by a 
prosperous full-employment economy at home and a reasonably 
active world trade.? 

Our problem, therefore, is not one of production adjustments 
only, but of consumption adjustments as well, and calls for an- 
swers to these two leading questions: 

1. What can be done to sustain effective demand for food at cur- 

rent or higher levels, and 

2. What can be done about “surpluses” that might arise in cer- 

tain individual foods? 


Effect of National Income on Food Demand 


In pre-war years domestic consumption absorbed about 97% of 
total food supplies available in the United States (including im- 


1 The writer has greatly benefited from the critical comments by Dr. J. D. Black 
of Harvard University who read an early draft of this paper. The responsibility for 
the findings and views expressed is entirely the author’s. 

? There is, of course, ample room for increasing productive efficiency in agricul- 
ture, for producing more food with a smaller farm labor force. Similar gains in 
efficiency can be made in many other sectors of the economy. 
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ports), and only 3% were exported. During 1943-45, civilians in 
this country consumed 80% of all the food, but that proportion 
was up to about 90% in 1946. (See Table 1.) It is clear that by 
far the most important determinant of food demand in the United 
States is the purchasing power of the domestic population. 


TABLE 1. Disposition or U. S. Totau Foop Suppiizs! 


Percent of Total Food Disappearance: 


Domestic Military 


. Net Exports (+) 
Civilian and Domestic 


or 
Consumption Exports Production Imports (—) 


1935-39 97 94 — $ 


1941 94 95 + i 
1943 79 95 +16 
1945 81 94 +13 


1946 89 96 +7 


1 From The National Food Situation, Sept. 1946, USDA, BAE. Food quantities 
weighted by 1935-39 farm prices. 


Per capita food consumptio.:? during the war increased by 15%; 
without rationing, consumers would have taken even more at the 
prevailing prices—which were well above parity. Hence, if real 
national income could be maintained at war-time levels, per capita 
food consumption at prices near the parity level might rise to 20 
percent above prewar. Such a consumption rate, together with 
food exports amounting to above 3% of food output (pre-war rate), 
would absorb our total current food production at reasonably prof- 
itable prices to farmers. 

Real disposable income per person (in 1935-39 dollars) was about 
50% higher in 1946 than in 1935-39. At 1946 prices this corresponds 
to a disposable income of 146 billion dollars. At such levels of in- 
come, and at food prices near parity, domestic consumers may be 
expected to demand about 18-20% more food per capita—or 30% 
more in the aggregate allowing for population increase—than they 


8 The food consumption index here employed is derived from physical per capita 
consumption rates weighted by 1935-39 average retail prices. Hence, a shift from 
cheaper to more expensive foods increases the index number without increasing the 
poundage or caloric content of consumption proportionately. This index reflects 
changes in both quantity and composition of the food consumed. 


( 
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did during 1935-39.‘ This corresponds to the order of magnitude of 
food production achieved during the war. (See Table 2.) 


TABLE 2. DisposaBLE IncoME, Foop ConsumPTION, Prices AND PropuctTIOoN 


Domestic Food 


Disposable Income Consumption 


Farm 
Price 

Parity 
Total Per Index : Ratio 
Billion Capita Per 1910-14= 
Dollars Total Capita 


1935-39 64 495 100 100 
1941 89 662 110 108 
1943 125 907 106 106 
1945 140 994 112 112 
1946* 146 1,029 123 115 


* Preliminary. 


Quite apart from the general level of prices and national income, 
the pattern of income distribution by size also affects aggregate 
food demand. In 1941, families with $1500 income spent about 33% 
for food, while $10,000 families only about 14%.° The marginal 
propensity to purchase food decreases rapidly as family incomes 
exceed $5,000. Hence, an increase in the income of the upper third 
of the families may hardly be reflected in aggregate food demand, 
while a similar absolute increase in the lower third would strengthen 
the food market substantially. If the national income were distrib- 
uted first according to the depression pattern of 1935-36, and second 
to the prosperity pattern of 1942, and the propensities to purchase 
food peculiar to the various income groups remained constant, 
domestic consumers would in the second case demand 15-20% 
more food than in the first case at the same level of food prices.® 

These considerations suggest this proposition: 

Domestic consumers can be expected to absorb a 1943-46 volume of 
food production at or above parity prices as long as (1) disposable in- 
come does not fall materially below $146 billion (at 1946 prices), and 
(2) this income is distributed according to the pattern prevailing in 


4 Although the proportion of consumer expenditures for food was higher than nor- 
mal during the war, the proportion of disposable income used for food did not 
change materially. Hence, the money that could not be spent for many consumer 
goods went into savings rather than food purchases. 

5 See U. S. Dept. of Labor, Bul. No. 723, p. 20. 

6 See R. Schickele, ““Programs for Maintaining Food Demand,” this Journat, 
Feb. 1947, p. 326. 


| 

Year 
100 100 84 
115 105 93 
133 138 119 
136 139 116 
134 160 120 
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1945-46 or better (i.e., a larger than pre-war proportion of total in- 
come secured by the lower-income groups). 

It follows, that general food surpluses are not likely to arise 
directly on account of reduced foreign demand (as is often argued), 
but rather on account of a decline in national income and a dete- 
rioration of its distribution. This holds particularly for livestock, 
dairy, and poultry products, most vegetables and fruits’ from which 
farmers derive about 80% of their cash receipts from food produc- 
tion. 


The Nature of Food Surpluses 


It is, of course, way beyond the scope of a national food and farm 
price policy to stabilize national income on a full employment level. 
Our problem is how to maintain an efiective food demand high 
enough to absorb capacity food production at reasonably adequate 
prices in case of declining national income and attendant distortions 
in its distribution. If fiscal and other policy measures succeed in 
keeping the economy operating in high gear, serious general food 
surpluses are not likely to arise within the near future; but if such 
measures fail, widespread surpluses are bound to develop, and the 
spectre of want in the midst of plenty will again shake the founda- 
tion of our economic system. 


At this point it is necessary to differentiate between various as- 
pects of the surplus problem. 


1. The term “surplus” has economic meaning only as it refers to a 
specific level of prices. Theoretically, this level is determined by 
marginal cost-return relationships. If aggregate food production is so 
large relative to effective consumer demand that the general level of 
farm prices drops to a point where a substantial proportion of farmers 
cannot meet production and living expenses (including reasonable 
charges for fixed land and capital assets), food production is in eco- 
nomic surplus. In applying this definition to individual foods, great 
difficulties are encountered on account of the joint-cost character of 
the farm production process and the widely varying limits of shifting 
resources from lower to higher priced products. The administratwwe 
determination of surpluses of individual farm products as provided 
in existing price support legislation is based on extremely weak 
theoretical foundations. There is good evidence that these “parity 


7 Wheat, rice, peas and a few important fruits are an exception in the sense that 
their normal volume of production is significantly above normal domestic require- 
ments and their prices depend to a large extent upon export demand. The threat of 
continued potato surpluses is primarily the result of support prices being out of line 
with production costs. Problems of individual food surpluses will be discussed later. 
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prices” are too high for some commodities (e.g. wheat, potatoes, 

eggs), too low for others (e.g. dairy products).* 

2. An over-all food surplus (when the combined farm price parity ratio 
falls below say 90) resulting from a decline in national income should 
not be eliminated by restrictive production controls. The nutritional 
needs for national health do not vary markedly with business condi- 
tions. The families of unemployed workers require nearly as much 
food as when they are employed. Opportunities for shifting labor out 
of agriculture into industry are practically nil during depressions.— 
Hence, measures to eliminate over-all food surpluses must be applied on 
the demand side, by assisting consumers in absorbing the food supply 
at terms which permit the producers to remain solvent. Such measures 
may be called “consumption adjustments.” 

3. As long as some kind of a price support policy for individual farm 
products is in effect, surpluses of individual foods (when a specific 
food product falls below whatever support price is established) should 
be remedied by one or a combination of the following measures: 

a. Revision of the support price if there is evidence that it is out of line 
with the production cost structure of the farms producing the bulk 
of the output; or if the established support price stimulates a 
volume of output clearly in excess of what consumers are willing 
to purchase at that price. 

b. Consumption adjustments, such as direct food distribution pro- 
grams through school lunches and various non-commercial out- 
lets, supplementing the purchasing power of consumers through 
some food stamp program, concentrating consumer purchases 
upon the surplus food by “‘abundant food campaigns,” or expand- 
ing export outlets. 

c. Production adjustments by inducing a shift of resources from the 
surplus food to other products (farm or non-farm) with more fa- 
vorable cost-price ratios. Such shifts might well require public 
assistance in the form of conditional loans, grants and technical 
guidance. The acceptance of such assistance should be voluntary 
on the part of farmers. If such a shift should prove impracticable, 
or if the surplus is considered temporary or seasonal on account of 
abnormally high yields, emphasis should be placed upon other 
than production adjustment measures. 

d. “Supplementary payments’ to farmers covering the difference 
between the free market and a reasonable support price, if the 
surplus is considered temporary, or if such payments can be ad- 
ministered so that they do not discourage desirable production 
adjustments. 

4. We are here concerned primarily with food. Surplus problems in 
non-food farm products, like cotton, tobacco and wool, affect the food 


8 For a recent discussion of parity prices, see the ““Report of the Committee on 
Parity Concepts” in this JourNAL, February 1946, pp. 380-397, and the series of 
papers on this subject presented at the Association’s annual meeting, Dec. 27, 1945, 
thid., pp. 267-305. 
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situation only as resources are shifted out of these commodities into 
food production. In principle, the same criteria apply to non-food 
surpluses. 


This brief exposition of the surplus problem recognizes the exist- 
ing legal obligation of the government to support farm prices of 
various foods at certain levels, but assumes that considerable lati- 
tude can be obtained to modify specific support prices and methods 
of support operations.°® 

For purposes of policy formulation, it is most important to de- 
cide whether a given surplus condition should be remedied prima- 
rily from the demand side, or from the supply side, or through sup- 
port price adjustments. This decision should rest upon the character 


of the respective “surpluses” and of the factors from which they 
arise. 


Production Adjustments 


Before discussing measures for relieving food surplus conditions 
from the demand side, let us sketch the limits within which adjust- 
ments on the supply side appear justified. 

‘Production adjustments” have become most fashionable words 
in the profession. And rightly so, since one of the major concerns of 
economic analysis is the process of resource allocation. I submit, 
however, that we are in danger of becoming lop-sided in our an- 
alytical approach if we take the pattern of demand, of “consump- 
tion allocation” for granted, and concentrate our efforts entirely on 
adjusting resource allocation (production) to the demand pattern 
of the present and recent past. There is no reason why the demand 
structure—which basically represents consumption allocation— 
should not be subject to the same scrutiny and made amenable to 
‘“‘adjustments” as production and resource allocation. 

The concept of production adjustment necessarily refers to a 
given demand pattern. But if there is evidence that the current 
demand pattern is distorted or “maladjusted,” it would be foolish 
to adjust production to that maladjusted demand. 

We are acutely aware of this issue with respect to the demand dis- 
tortions brought about by the war directly. But we seem to be much 

® Whenever Congress decides to review the whole structure of farm policy, a 
much more clear-cut distinction between the ends of national nutrition, farm pro- 
duction adjustments, farm income and price stabilization, and the means to imple- 


ment those ends, should be achieved. See the Award Papers of the National Farm 
Price Policy Contest, this JournaL, November 1945. 
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less aware of the demand distortions brought about by depressions, 
unemployment, contracted foreign trade, and a seriously malad- 
justed income distribution. We are prone to adjust production to 
the general demand and price conditions of the inter-war period. 
Is is really justifiable to accept these conditions as the norm toward 
which to adjust resource allocation in agriculture? 


Short-run and Long-run Adjustments 


Individual farmers, of course, must to some extent adjust their 
production to short-run conditions—after all they live in the short- 
run. But public policy, especially in a free-enterprise economy, 
should leave a maximum of day-to-day decisions to the individual 
entrepreneur. 

In agriculture, production adjustments to short-run changes in 
demand are severely limited by the nature of the industry. Pro- 
duction periods are long, the proportion of fixed factors is high in 
the resource total, and the annual output of an individual farm is 
beyond the operator’s control by a wide margin. It is, therefore, 
important to distinguish between production adjustments achievable by 
shifting variable factors and those requiring shifts in fixed factors. 


Re-allocation of Variable Resources 


A farmer can make certain short-run adjustments in his produc- 
tion by: 

(1) shifting feeds from one to another livestock enterprise; 

(2) buying more or less feed; 


(3) changing the proportions of his land in the various crops; 
(4) changing rates of fertilizer application. 


And that about completes the list. The practical limits of variation 
in these resource shifts are rather narrow. Changing the size of 
breeding herds already involves longer-run decisions. In any given 
year not all farmers can buy more feed as the annual total supply 
is fixed. Rotation and soil conservation requirements limit the 
change in individual crop acreages. Large sections of highly pro- 
ductive farming areas do not depend on fertilizer at all. 

Hence, seasonal and even year-to-year adjustments in resource 
allocation can bring about only marginal changes in output—espe- 
cially since hardly all nor even a majority of farmers will shift re- 
sources in the same direction simultaneously. This holds at least 
for the major food and feed products and in peace times. Such 
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short-run adjustments become more and more limited in scope as 
the degree of specialization increases, or the next best alternative 
use of a given resource yields a greatly reduced output value (e.g. 
from wheat to range grasses). 

Nevertheless, temporary surpluses of several important foods 
can be at least partially relieved by such shifts in the allocation of 
variable resources; for instance an egg surplus by shifting feeds to 
hogs, beef or dairy cattle, or a potato surplus by shifting land to 
feed crops, sugar beets or other vegetables or reducing fertilizer 
application. Moreover, such adjustments can be appropriately 
induced by a combination of forward prices and production goals 
or by the free market price mechanism; they are definitely im- 
peded by support prices which are out of line with costs on the one 
hand, and with prices of competing products on the other. 

Reallocation of variable resources is not likely to result in a reduc- 
tion of over-all food output. Even the far-flung AAA production con- 
trol program during the thirties was not able to reduce total food 
production, which was fortunate, since such a reduction might have 
aggravated the general economic and social distress during the 
depression beyond the dangerpoint of revolution. 

Because of the essentiality of food to sustain the life of people, 
and the fact that even under prosperity conditions millions of 
American families go hungry, adjusting production downward to 
relieve a surplus by letting resources lie idle 1s economically and socially 
unjustifiable. In such cases it is preferable to tackle the problem 
from the demand side or through supplementary payments. 


Reallocation of Fixed Resources 


Major long-run adjustments in agricultural production involve 
changes in the allocation of such relatively fixed resources as: 


(1) land area in cultivation, permanent pasture and timber; 
(2) size of breeding herds; 

(83) number and size of farm families; 

(4) amount and types of farm buildings and improvements. 


If we were to take any current demand pattern for granted, ad- 
justment to an over-all food surplus during a depression would 
require a reduction in all of these resources at least in terms of their 
degree of utilization. This would inevitably involve under-employ- 
ment or idleness of a considerable part of the resources since their 
alternative employment opportunities outside agriculture would 
be practically nil. 
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From the viewpoint of economic welfare continued production 
from mal-allocated resources is much better than no production from 
idle resources. Hence, over-all food surpluses arising from a de- 
pression-distorted demand pattern should not be relieved from the 
supply side, but from the demand side by means of appropriate 
consumption adjustments. 

The situation is different if chronic surpluses develop with re- 
spect to a reasonably adequate demand pattern under prosperity 
conditions. Only then is it a probelm of shifting fixed resources out 
of agriculture and re-allocating them into other production lines. 
The most important resource involved in such a shift is, of course, 
the labor force of farm families. Here, too, mal-allocation is better 
than idleness. The transfer of farm labor out of agriculture should 
be encouraged only to the extent to which that labor can actually 
find employment elsewhere with at least the same productive value 
(or real income) as it yielded before. Hence, the best time for bringing 
about such major shifts 1s in prosperity, not in depressions. 


Criteria for Production Adjustment 


In view of these considerations I should like to submit several 
tentative propositions whose validity deserves testing. 

1. In much of American agriculture more could be produced 
with less labor. Such increases in productivity per worker and in 
living standards, however, are equally possible in much of industry 
and trade. Product value per worker in agriculture as a whole in- 
creased at about the same rate as in industry as a whole between 
1900 and 1940. This problem, therefore, is not peculiar to agricul- 
ture. 

2. Transference of full-time farm labor from agriculture to in- 
dustry should not be encouraged at a rate higher than industry 
under full employment can absorb. To that extent, however, public 
policies designed to facilitate such transference (e.g., through vo- 
cational training, employment services and financial assistance) 
should be developed. 

3. Subject to (1) and (2) above, the labor force now engaged in 
total food production is not seriously out of line with requirements 
for meeting a reasonably adequate demand pattern likely to de- 
velop under conditions of full employment, improving income dis- 
tribution, growing industrialization abroad and expanding world 
trade. 


4. If periods of major unemployment, deteriorating income dis- 
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tribution, and shrinking world trade should re-occur, it is wiser 
national policy to develop demand adjustment and consumption 
programs and to keep the farm plant producing—than to plan for 
over-all output reductions and for shifting resources out of agricul- 
ture into idleness. For national economic welfare, “mal-allocated” 
resources are better than idle resources. This principle applies to 
industry as well; but since food is the main essential good whose 
consumption cannot be deferred for even a couple of days, or 
reduced by more than a small amount without causing hunger and 
unrest, this principle applies with particular force to agriculture. 

5. There is current need for internal production adjustments 
within agriculture. A national policy of forward prices and produc- 
tion goals could become a most valuable instrument for bring ng 
about desirable production adjustments and a reasonable degree of 
farm price stability. Price support operations required to administer 
forward prices should not be permitted to interfere with the con- 
sumption flow. If surpluses should threaten to accumulate, market 
prices should be allowed to drop below support levels, and 
supplementary payments to farmers covering the difference be- 
tween the announced forward price and the market price should be 
employed. Production goals should be developed so as not to result 
in a less than normal total food production index; the combined 
index of forward prices weighted by the production goals should be 
kept close to an appropriately defined parity index.!° 

6. The concept of production adjustments might well be broad- 
ened to include soil conservation requirements and cost-reducing 
measures. The implementation of these adjustments cannot de- 
pend upon forward prices and production goals alone. Assistance 
to individual farmers in the form of technical advice, small multi- 
purpose (““barn-yard’’) loans, relocation aid, and improvement in 
tenure conditions are needed. Cost reduction should become an 
explicit objective of agricultural policy. Effective cost-reducing 
measures coud remove much of the surplus problem in several 
farm products by making their production profitable at lower 
prices. 

Wheat and Cotton Surpluses 


There are only a few major farm commodities which have re- 
peatedly appeared in “surplus” position even during periods of 


10 For details, see R. Schickele, ““A Price Policy for Agriculture,” this JourNAL, 
Nov. 1945, pp. 878-885. 
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relatively full employment. In recent years prices of potatoes and 
eggs required support operations several times under existing 
legislation. Both support prices are probably too high and may 
have contributed to bringing forth an output larger than the 
market could absorb at these prices. The character of these sur- 
pluses is not rooted in the long-time structure of agriculture. There 
are good alternatives to potatoes and eggs in their main producing 
areas; support prices could be lowered and still leave their pro- 
duction profitable, and consumption programs could be used to 
expand effective demand at least for eggs. Simultaneous measures 
along these lines would bring demand and supply in balance 
without large-scale public expenditures or structural production 
adjustments (involving re-allocation of fixed factors). 

The situation is different for wheat. Here, too, the support price is 
too high. In terms of technical production efficiency there is no 
reason why American wheat farmers could not successfully com- 
pete with Canadian, Australian, and Argentine producers. But 
tariffs, commodity loans and price support guarantees have kept 
wheat prices above the world market for over two decades, and 
much of this price advantage has been capitalized into land values. 
A sudden and drastic lowering of the support price for wheat would 
cause real hardship to many producers. 

And yet I question whether wheat production should be reduced 
to where the market would absorb the output at present support 
prices. Some acreage reduction is justified on conservation grounds; 
beyond that, however, the next production alternative in the main 
wheat areas is range grasses with a very much lower return per acre 
in nutrients and value. A substantial shift from wheat to grazing 
would require far-reaching structural changes in the agriculture of 
the wheat regions, displacing a large proportion of wheat farmers 
and involving wholesale consolidation of farms and high individual 
and social costs. 

On the other hand, wheat is easily stored and transported, is a 
staple food for two-thirds or more of the world population, and is 
also an excellent feed grain. In the long-run, industrial expansion 
abroad is likely to lead to increasing import requirements of food 
and feed grains to support the growing urban population and the 
expanding livestock enterprises which are associated with indus- 
trial development and rising living standards. 

When wheat surpluses will again arise in the United States and 
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other exporting nations, clearly the first line of attack should be 
on the demand side. Consumption programs under national and 
international auspices for undernourished peoples, and price 
arrangements which would permit certain types of wheat to be 
used as feed grain, could go a long way in averting accumulation 
of wheat surpluses. 

At the same time, it would be in the interest of wheat farmers 
themselves if our policy were directed toward bringing domestic 
wheat prices in line with world prices. This might involve a sys- 
tematic devaluation of land in most of the wheat areas by means 
of refinancing mortgages and related measures. The cost of such a 
program could well be assumed by the Federal Government as 
the saving to the American consumer would make up for the cost 
of land devaluation and refinancing within a few years’ period. 
Undersized wheat farms could be consolidated in that process 
which would further reduce production costs. Farm families thus 
displaced should be assisted to relocate elsewhere in farming or 
outside of agriculture. Without such a corollary program the lower- 
ing of wheat prices to world levels might cause unbearable hardship 
to so many wheat farmers that political pressure would most 
likely block any change in wheat price policy. 

By far the most important production adjustment problem is in 
the cotton region, especially in the old cotton South. Domestic 
cotton prices have been maintained above world prices much longer 
than wheat prices, and this price protection has also been capital- 
ized into land values. Bringing domestic and world prices of cotton 
together requires similar land devaluation and refinancing measures 
as in the wheat regions. But here the similarity between the cotton 
and the wheat problems ends. 

There are several reasonably close production alternatives to 
cotton in the Old South, such as various food and feed crops and 
livestock enterprises. Soil, climate and location are favorable to 
diversified farming in many areas, and some progress in that direc- 
tion has occurred during recent decades." But cotton acreage is 
still over-expanded from the viewpoint of soil conservation as well 
as of real production costs. 

Apart from the problems of land devaluation, two powerful 


11 Cotton production controls under the AAA have effectively reduced cotton 


acreage, much of which was shifted to grasses, feed and food crops, and have con- 
tributed to diversification. 


NATIONAL Foop Poticy anp SuRPLUs PropuctTion 879 


forces are blocking the road to diversification and better living 
standards in the old cotton South: the tenure system with its share 
cropping and emphasis on cotton as the paramount cash crop, and 
the general poverty of the masses of farm and town people. Pre- 
vailing tenure arrangements prevent or discourage share croppers 
and tenants from growing more food and raising livestock for 
home use and market. The poverty of croppers, tenants, and many 
small owner-operators bars them from access to credit on reason- 
able terms—credit desperately needed in the form of small loans 
for a team of mules, material for fences, livestock sheds, poultry 
houses, water facilities, limestone and fertilizer for crops other than 
cotton. The poverty of town people narrows the local market 
outlets for the variety of food crops and animal products (es- 
pecially milk, lean meat, and eggs) which would be forthcoming 
under diversified farming, and in which both town and farm diets 
are so notoriously deficient. 

Clearly cotton price policy has wide ramifications reaching far 
beyond price support, storage, and surplus disposal operations. 
Under present price supports cotton is bound to re-appear in 
chronic surplus. Lowering the support price for cotton necessitates 
as well designed set of production adjustment measures; but the 
whole brunt of the adjustment need by no means fall entirely on 
the supply side of the market. Demand adjustments should be 
made with respect to increasing consumption of cotton at home and 
abroad as well as increasing and diversifying local food consumption 
in the South. Simultaneous adjustment programs on the demand 
and supply side would supplement each other, would minimize the 
number of farm families to be uprooted in the production adjust- 
ment process, and would maximize the benefits of the total ad- 
justment program to the welfare of farmers and consumers alike. 

If such simultaneous adjustments in the demand and supply 
structure of cotton and food could be made; if lower-priced cotton 
consumption could be expanded in old and new uses at home and 
abroad; if cotton production costs could be reduced permitting 
higher cotton incomes from lower prices; if local food demand could 
be increased so that high-cost cotton farms could shift to food— 
then the order of magnitude of the cotton surplus and the over- 
supply of farm labor in the cotton south would appear considerably 
smaller than is now estimated, and the concrete problems of 
bringing about local production adjustment with all its technical, 
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social, and institutional ramifications would become more nearly 
manageable. 


Maladjustments in the Demand Structure 


When “free market” prices of farm products drop so low that 
farmers cannot meet their production and living expenses, the 
conclusion is usually drawn that production is over-expanded and 
should be reduced by shifting resources out of agriculture into 
other lines of production. Obviously the inference is that the supply 
side of the market is to be blamed, and that the demand side is 
above censure like divine law, or at least beyond human control 
like the weather. 

Hence, many agricultural economists and officials turn their 
main attention to production adjustment programs to remedy 
the surplus situation,throwing the whole burden of adjustment 
upon the supply side of the market. During the thirties, when 
over-all food “‘surpluses” prevailed throughout most of the decade 
and gigantic output reduction programs were put into effect, the 
actual “adjustment” achieved of aggregate food supplies to the 
market demand was practically nil. The food production index 
hovered near the 100 mark throughout the period, despite two 
extreme drought years in close succession, and despite severely 
depressed farm prices. 

There was, of course, considerable shift in output between farm 
products going on during that period, mainly from cash grains and 
cotton to live-stock—but no net shift of resources out of agricul- 
ture. Indeed, the total farm labor force increased as a result of 
clogged farm-city migration and urban unemployed seeking refuge 
on farms. 

In the industrial field output was effectively reduced and prices 
were maintained well above those of farm products. But that did 
not spell prosperity for industry either. In terms of economic 
equilibrium analysis, the supply adjustment to the current demand 
was nearly perfect—but it was an adjustment to a shrunken and 
badly distorted demand.” It wasmore like reestablishing the physio- 
logical equilibrium of a cancer patient by letting the person die 
rather than by removing the cancerous growth. 

12 J. M. Keynes has demonstrated how a free enterprise economy could maintain 
equilibrium at almost any level of employment. See his General Theory... , Ch. 3 


on the “Principle of Effective Demand,” and Ch. 18 on the “General Theory of 
Employment Restated.” 
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Although total food consumption remained at pre-depression 
levels, there was widespread under-consumption of food during the 
thirties among millions of unemployed and low-income families. 
The nation’s food supply was so unevenly distributed that about 
two-thirds of the families were moderately or seriously under- 
nourished, while the other third consumed (or at least purchased) 
substantially more than they needed for a liberal nutritionally ade- 
quate diet.’ Food waste in restaurants and in well-to-do families 
accounted for a substantial part of total food disappearance. 

It is not difficult to imagine what would have happened if food 
production would have been reduced by say 20%, and food prices 
would have stayed on a level comparable with steel and fuel and 
most durable consumer goods. Many million more families would 
have gone hungry, demand for non-agricultural goods would have 
dropped still lower since food would have taken a larger share of 
consumers’ expenditures. An economic and social upheaval would 
have engulfed the nation, from which farmers would not have been 
spared. A really effective food production control during a depres- 
sion would not lead to farm prosperity, not even to a “balanced 
depression,” but to wholesale starvation and revolution.“ 

A depression distorts the demand structure in the first instance, 
and most major supply maladjustments are derivatives of that 
distorted demand. Net capital formation ceases, not because of 
lack of savings, but because of lack of demand for investment. 
Unemployment rises, not because workers have so much that they 
need not work for a while, but because employers have no demand 
for them. Feod prices dive faster and deeper than most other prices 
not because people want less food, but because they do not have the 
money to pay more for it. Demand and supply are not like the hen 
and the egg—we do know that the demand came first. 

Most “production adjustments” which seem economically de- 
sirable during a depression should be under strong suspicion of 
representing an adjustment to a maladjusted, abnormally shrunken 


13 In 1942, a year of nearly full employment, that proportion was reversed, with 
only one third of the diets failing to meet nutritional standards of adequacy. See 
National Research Council, Inadequate Diets and Nutritional Deficiencies in the 
U. S., Bul. 109, Nov. 1943; and Family Food Consumption in the U. S., U.S.D.A., 
Mise. Publ 550, p. 25. 

“4 To “balance out”’ a depression between the farm and non-farm segments of the 
economy, it would be much more sensible to induce maintenance of non-farm output 
than to reduce farm production. See M. Ezekiel, Jobs for All. A. Knopf, New York, 
1939, for some thought-provoking ideas on how to maintain industrial output. 
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demand. If that suspicion can be verified, adjustment programs 
should be applied to the demand side, especially in the case of so 
essential a product as food. Food consumption cannot be “de- 
ferred” without serious sacrifices in health and morale of a popu- 
lation, and the margin of nutritional safety in the diets of the 
majority of families is precarious indeed. 

What policy measures are available, within the general frame- 
work of the present socio-economic order of the United States, to 
bring about desirable adjustments in the demand for food? 


Maintaining Effective Food Demand 


There are various means for maintaining food demand in face 
of declining national income. 

Any transference of income from higher to lower income families 
has the effect of strengthening the demand for food, because of 
the higher propensity to consume food in the lower income brackets. 
Increases in wage rates and social security benefits, replacement of 
excise and sales taxes by income taxes, and public deficit financing 
work in that direction. These measures tend to sustain prices for 
consumer goods in general (of which foods are a part), but do not 
aim specifically at maintaining the effective demand for food. 


General Food Consumption Adjustments 


It is possible to earmark income transferences for general food 
expenditures and thereby assure that a major part of the public 
funds thus transferred is spent on food. 

1. The School Lunch Program is of such a nature. The funds 
contributed by the government represent supplemental income re- 
ceived by the families of participating students in the form of food. 
Probably a substantial part of these funds represents a net addition 
to the nation’s food expenditure. That addition is large, when the 
incomes of the participating families are low, and the amounts 
charged students for meals are small. 

At present the scope of the School Lunch Program is rather 
restricted; for 1946-47, about 75 million dollars were appropriated 
out of Federal funds. Participating schools match the Federal 


18 For a cogent discussion of general consumption adjustment measures designed 
to maintain aggregate effective demand, see J. H. G. Pierson, “The Underwriting 
of Aggregate Consumer Spending... ,” American Economic Review, March 1944, 
pp. 21-55. 
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funds from state or local contributions in cash or kind.'* A con- 
siderable part of the local contributions are recovered by prices 
for lunches. Moreover, part of the food now purchased by the 
schools would be purchased by the individuals in the absence of the 
school lunch service. We may not go too far astray if we assume that 
most of the Federal contributions, but hardly more, represents a 
net addition to aggregate food expenditures under present con- 
ditions, or less than two tenths of one percent of the nation’s total 
food bill. 

Potentially, however, the School Lunch Program could be 
expanded to strengthen total food demand significantly. If all 
students enrolled in public grade and high schools were offered a 
mid-day meal free of charge, the program would require public 
funds, (federal, state, and local) of around 900 million dollars at 
food prices prevailing in 1945.!7 If 30 percent of this amount would 
constitute a net addition to total food purchases, it would represent 
an increase of about 1.2 percent over the retail value of all farm 
food products. Since the supply and demand elasticities of food 
as a whole are quite low, the bidding away of even so modest a 
portion of the food from the rest of the population (especially the 
higher-income families) would have a more than proportional effect 
on food-prices and at the same time improve the distribution of 
food with respect to nutritional needs. Apart from such a general 
price stimulating effect, the School Lunch Program offers the most 
effective disposal outlet for foods procured by the government 
under price support operations. In this way, the program can be 
used to achieve demand (and price) adjustments in the market of 
individual foods. 

2. Establishing a nutritional floor below which no family would 
need to fall would stabilize aggregate food demand at a level higher 
than would otherwise prevail even under full prosperity conditions. 

16 Al] states with a per capita income equal to or higher than the U. S. average 
($1,117 for 1946-47) must match federal funds equally; in all states below that 
average, the percent of matching required is the State’s per capita income as a 


percentage of the U. S. average. See section 7 of “National School Lunch Act,” 
Public Law 396, 79th Congress. 

17 Of the total enrollment of 27 million students, 20 million could be expected to 
participate. Assuming 180 school days and a cost of 25¢ per meal, total cost under 
the program would amount to 900 million dollars. If 60 percent of this cost repre- 
sents the food value of the meals, the program would entail a food expenditure of 
540 million dollars. If half of this amount would be spent for the children’s luncheons 
by their families directly in the absence of the program, the net addition in food 
purchases would be 270 million dollars, or 1.2 percent of the retail value of farm food 
products of 28 billion dollars in 1945. 
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This is the purpose of the National Food Allotment Program pro- 
posed by Senator Aiken in Senate Bill 1151 of the 79th Congress 
(re-introduced as §.131, 80th Congress). Every American family 
would be entitled to receive an income supplement sufficient to 
bring its food expenditure up to where it can buy a low-cost ade- 
quate diet. The bill provides that a family can purchase for 40 
percent of its income food coupons whose face value equals the 
current retail cost of such a diet. The difference between the family’s 
contribution and the cost of the diet is borne by the government. 
Families whose income is more than 2} times the cost of the “food 
allotment” would find no advantage in participation. Under normal 
conditions, the cooperating families would be free to buy with their 
coupons any foods they choose. 

The public funds required for such a program would vary 
greatly according to business conditions in counter-cyclical direc- 
tion. The program could be confidently expected to keep farm 
food prices as a whole at or above any reasonably defined “parity 
level,” and would, therefore obviate many farm relief or price 
support expenditures which otherwise would have to be incurred.'® 

Both these programs could stand on their nutritional and general 
welfare merits alone. Whether food surpluses are clogging the 
market or not, these or similar programs could be justified purely 
on grounds of national health and productivity, and their cost be 
considered as a highly productive investment in the nation’s human 
resources. They would place food in a similar position as elementary 
education; a minimum adequate amount of it would become the 


18 See R. Schickele, “The National Food Allotment Program,” this JourNAL, 
May 1946. See also W. W. Cochrane, High-Level Food Consumption in the United 
States, U.S.D.A., Misc. Publ. No. 581, 1945. The effect of such a program on food 
prices would be more than proportional to the additional food expenditures by the 
participating families. Since the non-participating families are those in the higher 
income brackets, their demand elasticity with respect to price is low. As the par- 
ticipating families bid for more food, the others are willing to pay higher prices in 
an attempt to maintain their consumption rates. The result would be that not only 
the cooperators, but also the non-participants, would increase their food expendi- 
tures. Over-all food production would probably not be affected materially. If a 60 
percent drop in farm prices during the last depression did not bring about a reduc- 
tion in food output, and if it took almost a 100 percent increase in farm prices, 2 
sequence of exceptionally good crop yields, a high stockpile of feed grains, and an 
intensive patriotic campaign to increase food output by one third during the war, 
the price effects of such consumption programs upon the over-all food supply are 
bound to be — They can be expected, however, to stimulate output expan- 
sion in some foods (e.g. milk and meats) at the expense of other products (e.g. 


a. wheat and beans), because of their differential effects on prices of various 
s. 


\) 
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birthright of every citizen. Their effect on the productive, social, 
and mental capacity of the population would be similar to that of 
education and public health services. 

In economic terms such programs represent adjustments on the 
demand side of the market with respect to activating latent de- 
mand for food on the part of people with urgent nutritional needs, 
and in the direction of maximizing aggregate utility derived from 
food consumption. They are discussed here merely as examples of 
policy measures designed to remedy maladjustments in the demand 
structure. Economic policy discussion would do well to explore the 
possibilities in this field more intensively and systematically. 

Measures along these lines are effective weapons to fight off over- 
all food surpluses—or putting it another way, to stabilize farm 
prices as a whole at a level reasonably profitable for farmers.'® They 
are not directed at specific kinds of food; hence, surpluses of certain 
individual foods might still develop. 


Consumption Adjustments for Specific Foods 


In the absence of a large-scale general food consumption adjust- 
ment program it is quite possible that many different individual 
foods will appear in “surplus” during some periods in the next few 
years; and it is certain that the diets of millions of families will be 
acutely deficient in several specific foods for many years to come. 

Hence, consumption adjustments for specific foods can serve 
two purposes: (1) relieving a surplus condition, and (2) improving 
nutrition. Should these two objectives ever come in conflict, the 
second should over-ride the first. I believe, however, that such a 
conflict need arise much less frequently than is claimed by some 
students. Perhaps with the exception of cornmeal and bread, most 
foods that may appear in surplus are found wanting on the tables 
of a sufficiently large number of families, or are sufficiently sub- 
stitutable for other foods, to find a nutritionally desirable use if 
channeled to the right people and in appropriate amounts. 

Direct food distribution is one way to correct consumption malad- 
justments. The government purchases certain foods and distributes 


19 Tt has been estimated that if a food allotment program had been in full effect 
in the mid-thirties, the parity ratio would probably have stayed close to or even 
above 100, instead of falling down to the 60’s and 70’s. But wheat and potato prices 
would still have fallen well below parity as now determined. The demand for dairy 
and poultry products, meat, vegetables (except potatoes) and fruits would have been 
strengthened most, while that for wheat and potatoes least. 
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them to various groups of the population, either free of charge or 
at reduced cost. This represents a transference of foods from people 
able to pay but in little need for them, to people unable to pay but 
in urgent need. Substantial quantities of food have been thus dis- 
tributed by the U.S. Department of Agriculture through relief 
agencies, school lunch programs, and various state and local insti- 
tutions. The selection of these foods was, and still is largely de- 
termined by their surplus position in the market and is, therefore, 
closely tied to price support operations. Still, the effect of direct 
food distribution upon the diet of the recipients is on the whole 
beneficial, and from a social-economic view point much more de- 
sirable than the alternative of diverting those foods to non-food 
uses or waste.”? 

There is also a need for strictly nutritional consumption measures 
for certain crucial foods and certain “vulnerable” population 
groups, such as milk and oranges for expectant and nursing mothers 
and infants, penny milk stations and low-priced public eating places 
in industrial centers. The selection and quantity of foods distributed 
under such programs should be largely independent of the relative 
supply position of those foods at any particular time and place. 
The United Kingdom during the war has developed such food 
programs on a large scale. 

Issuance of food stamps to needy families is another means for 
channeling specific designated foods into consumption. In the Food 
Stamp Program, the blue stamps were restricted to purchases of 
foods on a surplus list.** A provision in the Food Allotment Bill 
would permit the Administrator to designate a limited number of 
food coupons for the purchase of certain foods which are either in 
surplus or peculiarly deficient in the diets in certain areas or 
groups of participants.” If judiciously applied, such measures could 
probably increase consumption of a few foods in acute surplus or 


20 The fact that at one time Californian children revolted against all the prunes 
in their school lunches, and a few boys of relief clients played baseball with the grape- 
fruits that had been distributed to them, does not condemn the School Lunch and 
Direct Distribution Programs as such; it only condemns the neglect of nutritional 
consideration and education with which those seasonal] surpluses were distributed. 
If these surpluses would have been spread over more families, wider areas and longer 
periods of time, the nutritional conflict would have been avoided. 

*1 See Gold, Hoffman and Waugh, Economic Analysis of the Food Stamp Plan, 
USDA, Special Report, 1940. 

#2 See S. 131, 80th Congress, 1947. 
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improve the nutritive composition of certain diets quite substan- 
tially. 

‘Abundant food campaigns” represent a consumer education pro- 
gram which, if conducted on a large scale with imaginative pub- 
licity and the cooperation of retailers, might well have a beneficial 
effect upon demand and price of certain foods in acute surplus 
position. 

In contrast to general food surpluses (the remedy of which should 
be sought almost entirely in adjusting over-all food demand), cor- 
rection of individual food surpluses should often place at least 
equal emphasis upon supply adjustments. 

Individual food consumption programs strictly for purposes of 
surplus relief should be kept to a minimum and must be appraised 
in their effect upon price and output as well as upon nutrition. If 
their scope is too small to affect the price, they do not relieve the 
surplus; if their scope is large enough to affect the price, they may 
affect production in economically undesirable ways. 

The principal criteria for appraising individual food consumption 
programs may be summarized as follows: 


1. If a surplus appears to be of a local or seasonal character, and if the 
support price is not out of line with costs and other food prices, direct 
distribution to low-income families, schools and institutions, or food 
coupons earmarked for that surplus food, may represent worthwhile 
consumption measures. Direct distribution of government-purchased 
food has many administrative, social and economic drawbacks; ear- 
marked food coupons under a Food Allotment program could prob- 
ably move much larger quantities into consumption, but would also 
complicate the administration of the program. As long as such con- 
sumption programs have no greater effect on price than keeping it 
from falling below its appropriate relation with other prices, no un- 
desirable production effects will ensue. 

2. If many foods appear in surplus simultaneously, such individual con- 
sumption programs are not likely to do the job. General food con- 
sumption adjustments would be more appropriate. 

3. If a surplus threatens to become chronic because the support price is too 
high relative to costs and prices of other foods, the support price 
should be lowered, and farmers should be assisted, if necessary, to 
lower their production costs and/or to shift to other products. Individ- 
ual food consumption programs are not appropriate means for relieving 
chronic surpluses of individual foods and maintaining the incomes of the 
respective farmers; specific production and price adjustments are re- 
quired. 


4. An alternative to these specific food consumption programs would be 


| 
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to let prices drop so low that the regular market absorbs the total 
supply, and to compensate the farmer by means of supplementary 
payments covering the difference between the market and the support 
prices.” I am inclined to believe that this alternative is in many cases 
economically and administratively preferable to specific food con- 
sumption programs. If this measure is applied to temporary surpluses 
of a few foods at a time and based upon a reasonable support price, 
its production effects will not be harmful, and its public cost not exor- 
bitant, although probably higher than the simplest form of surplus 
purchase and disposal. The nutritional effect of supplementary pay- 
ments would be inferior with respect to improving food distribution 
according to need. No production control conditions should be at- 
tached to supplementary payments if the surplus is temporary and 
the support price in line with other prices; in case of chronic surpluses, 
the support price should be reduced, and supplemental payments 
should be made subject to shifting some of the resources into other 
products—lest they contribute to the perpetuation of the surplus.” 


Agricultural surpluses may arise from maladjustments in de- 
mand, or supply, or price, or any combination of these. If prices are 
supported higher than necessary to yield reasonable profits to pro- 
ducers, the surplus condition can be relieved by reducing support 
prices. If surpluses arise under free market conditions, effective 
demand will be found wanting more often than supplies excessive, 
as long as millions of families fail to reach minimum adequate 
standards of consumption in many essentials for a decent living. 

For more than a decade has American production capacity in 
agriculture as well as in industry has outrun effective demand. Why 
should we tailor our production capacity to the stunted demand 
patterns of the past, rather than tailor our consumption capacity 
to the full-blown supply patterns of the future? 


%3 See T. W. Schultz, Agriculture in an Unstable Economy, McGraw-Hill, N. Y., 
1945, pp. 220-236; and R. F. Eggert and O. H. Brownlee, “Advantages and Dis- 
advantages of Direct Payments to Farmers,” this JourNnat, Feb., 1947, pp. 250-260. 

4 In case of over-all] food surpluses under depression conditions, supplementary 
payments would probably be much inferior to general food consumption supports in 
almost every aspect—nutritionally, economically, socially, administratively. They 
would represent a food budget subsidy for the rich as well as the poor, would still 
leave millions of families in want of food, and would benefit the large-scale well-to-do 
farmers disproportionately more than the small less-highly commercialized farmers. 
It is quite possible that their federal cost would exceed the cost of a full-fledged pro- 
gram of general food consumption adjustment. 

The most constructive use of supplementary payments is in the field of production 
adjustments and forward pricing for individual farm products. 


LAND ACQUISITION PROGRAM OF THE WAR AND 
NAVY DEPARTMENTS, WORLD WAR II* 


Atvin T. M. 
Bureau of Agricultural Economics 


HE outbreak and spread of war in Europe demanded large 

acreages of land within the United States for the expansion 
and training of the Nation’s military and naval forces. Land was 
needed for training camps, airfields, bombing and artillery ranges, 
ordnance plants and depots, and many other activities of war. 
Until 1940 the Nation had not used extensive acreages of land for 
war purposes. However, within the following 2} years more pri- 
vately owned land was purchased by the Federal Government than 
ever before in a comparable length of time. At the same time, much 
Federal land that was under the jurisdiction of agencies other than 
the War and Navy Departments was made available for military 
training. 

Acquisition of extensive acreages for war uses brought with it 
many problems. Buying of large areas of agricultural land meant a 
mass movement of people out of the areas purchased. This in turn 
disrupted community organizations, school districts, and other 
local governmental units, as well as causing hardship among the 
families affected. When hundreds and thousands of workers 
flocked to new industrial areas which had been mainly rural before, 
it became necessary for the Federal Government to provide finan- 
cial help for the construction of new roads, schools, and other 
public facilities. Housing projects, mostly temporary in nature, 
had to be erected at Federal expense to provide for the many new 
workers. 

Wartime acquisition of land by the Government is necessarily 
different from normal peacetime acquisition. During war it is more 
hurried and is done with more positive powers. There is little time 
to consider alternatives. Occupants must move quickly, and this is 
often a hardship. Other large-scale governmental purchases of 
land—the program for retirement of submarginal land in the 1930’s, 
the buying of land for reservoirs and power projects by the Tennes- 


* This article is based on a comprehensive report by the writer, entitled Acquisi- 
tion and Use of Land for Military and War Production Purposes, World War II. It 


is one of a series of war records studies published by the Bureau of Agricultural 
Economics, 
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see Valley Authority, the flood control programs, and the estab- 
lishment of national forests or parks—at times have meant similar 
problems for individuals and communities. But during those 
acquisitions more time could be taken for negotiations with indi- 
viduals, and often as in national forests it was not necessary to 
buy all of the private ownership tracts within the purchase area. 
In the war projects it was necessary to buy quickly all properties 
within a given area. 

The efforts of both the War and Navy Departments to locate 
their larger projects on land of relatively low productivity did 
much to prevent inroads on the Nation’s agricultural production. 
In addition, the large “outleasing” programs of the War Depart- 
ment returned to agricultural use much of the good farm land in 
the safety areas around ordnance plants and other projects. Co- 
use or alternate use of the large training areas in the West made 
it possible to conduct extensive military use of the range while at 
the same time permitting a maximum use of the grass for beef 
production. 

The Nation has long engaged in the purchase of privately owned 
land for the creation of new public purpose projects and will con- 
tinue to do so in the future. Possibly the greatest need in the near 
future will be the acquisition of land for reservoir sites needed 
for control of floods. Projects already planned will require that 
upwards of 30,000 farm families be forced to move. 

Another continuing need is the return of potential timber land 
to public ownership unless measures are developed which will pre- 
vent the wasteful exploitation of forest resources under private 
management. 

Because of the continuing need for the purchase of land for public 
purposes it is desirable that one of the major Federal land purchase 
programs—acquisition of land for military use—be reported on, so 
as to obtain a better understanding of the many problems asso- 
ciated with such large-scale governmental activity. 


Real Estate Acquisition 


On June 30, 1940, just before the beginning of the large expansion 
occasioned by World War II, the Navy Department had 499,961 
acres of land and the War Department 2,116,862 acres, making a 
total of 2,616,823 acres within the continental United States held 
for national defense by the two Departments. 


] 


ACQUISITION OF WAR AND Navy DEPARTMENTS 891 


During the period of World War II these Departments bought 
about 63 million acres from private owners and leased about 
93 million acres from individuals, municipalities, and state govern- 
ments. In addition, slightly more than 33 million acres of Federally 
owned land that had been under the jurisdiction of other Federal 
agencies were made available for military use and war production 


purposes (table 1). 


Tasie 1. SuomMARY OF OWNERSHIP STATUS OF LAND Usep By WAR AND 
Navy DEPARTMENTS DURING WorLD War II 


Total 
It War Navy 
—_ Department | Department Percentage 
Acreage | of total 
Acres Acres Acres Percent 
Owned as of June 80, 1940! | 2,116,862 499,961 | 2,616,823 5.0 
Purchased during World 
War II 5,728,876| 1,017,080*| 6,745,956 | 12.8 
Other Federally owned 
under temporary use ar- 
rangements 28 ,340,132?| 4,739,753*| 33,079, 8855 62.7 
Leased from private indi- 
viduals, State and local 
governments 9,685,031? 600 ,000° | 10,285,031 19.5 
Total 45,870,901 6,856,794 | 52,727,695 100.0 


1 Unpublished Inventory of Federal Real Estate by Federal Works Agency, 
Public Buildings Administration, as of June 30, 1940. 


2 From unpublished tabulations, Real Estate Branch, Corps of Engineers, War 
Department, as of November 30, 1946. Includes lesser interests. 


* Land Acquisition Report, July 1, 1940, to June 30, 1945, Real Estate Division, 
Bureau of Yards and Docks, Navy Department. 


4 Report of the Commissioner of the Genera] Land Office, 1945, tables 9 and 24; 


— statements obtained from U. S. Forest Service and Soil Conservation 
rvice 


’ Acreages made available by various agencies may be obtained from these 
agencies. The principal agencies were: Grazing Service, General Land Office, 
National Park Service, Bureau of Reclamation, Fish and Wildlife Service, all in 


the Department of the Interior; and the U. S. Forest Service and Soil Conservation 
Service, in the Department of Agriculture. 


* Estimates based on incomplete data on acreage in report “Leases as at 1 Janu- 
ary 1945,” Navy Department, Bureau of Yards and Docks, Real Estate Division. 

The building of a huge Army and Navy and training and equip- 
ping them according to latest technological developments de- 
manded large areas of land from coast to coast for training and 
ordnance production. Highspeed fighter planes and high-altitude 
bombing claimed larger areas of land for military training than 
the Nation had ever needed before. 


Military camps and artillery ranges usually have from 25,000 to 
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100,000 or more acres, depending upon the type of training to be 
pursued. Armored divisions cannot safely conduct maneuvers and 
gunnery practice on less than 100,000 acres. Aerial training requires 
from 640 acres for precision ground bombing to many thousands 
of acres for more extensive training in flying and in operating 
fighter planes and in air-to-air gunnery practice. Ordnance plants 
and storage areas usually range from 5,000 to 10,000 acres to allow 
for a safety zone around the major installations; some ordnance 
and shell-loading plants and depots need larger areas, depending 
upon the type and scale of operations to be carried on. Airfields 
range from about 160 acres for auxiliary landing fields to 2,500 acres 
or more for the main fields at which the facilities are located and the 
personnel stationed. Special areas for testing rockets and atomic 
weapons are larger than those needed for any of the conventional 
types of military training. 

The final location of military and ordnance sites throughout the 
Nation was determined by climate, availability of labor and ma- 
terial resources, and defense strategy. Many camps were located in 
the South, because year-round training could go on there and be- 
cause of lower costs of construction and building maintenance. 
Scattering the ordnance sites throughout the Nation was partly to 
tap the resources and partly to avoid undue concentration which 
would endanger supplies in event of attack. 

The War and Navy Departments had previous plans for many 
of the sites selected during the war, but much current planning was 
still needed. State agencies, such as the State Planning Boards, 
worked up general information to indicate the suitability of certain 
areas for military and industrial projects. Federal land management 
agencies, such as the Forest Service and agencies in the Department 
of the Interior, were asked to assist the War Department in se- 
lecting areas suitable for certain types of training. Suggestions for 
site locations came in also from such organized groups as chambers 
of commerce and from individuals. 

The Plant Site Board in the Office of Production Management 
passed upon the selection of industrial sites for Government- 
financed plants. One of its objectives was to prevent undue concen- 
tration of industry in areas that were already highly industrialized. 

The selection of one community over another with the same 
qualifications was due in part to pressure brought to bear by local 
interests. Local businessmen through their organizations attempted 
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to have a war industry located in their town or to have a camp 
established nearby because of the expected increase in pay rolls 
and in trade. But the landowners who were to be bought out often 
protested as they did not want to lose their farms and homes. Local 
interests were thus sometimes working at cross purposes. This point 
is illustrated by the comments from a county agent: 

Our fine relationships between rural and urban groups have been strained 
considerably, since the agricultural area still feels bitter toward the civic 


organization for having suggested this area for a plant site. It is going to 
take a long time to get back the harmony that once existed. 


When the tentative selection was announced there often was a 
public reaction which made the purchasing agency reconsider. 
Sometimes another of the alternative sites was chosen. However, 
the necessity of speed allowed little time for discussion and giving 
way to local pressure regarding one site would encourage occupants 
of other tentative sites to carry on endless discussion and negotia- 
tions, impeding the war program. Apparently neither the War nor 
Navy Department found it possible to change its decision in many 
instances. This is evidenced by the adherence to original decision on 
many of the sites even where there was much public protest. 


Types of Interest Acquired in Land 


The War Department initiated a policy of acquiring merely 
leasehold interest in land during the early period of the war. It 
leased the properties in several camp sites throughout the South. 
Soon the former occupants who had been forced to move suggested 
that the Government buy their properties outright. It seemed 
better to them to sell out completely and relocate elsewhere than 
to shift around, hoping to come back at an unknown later date. 
Most of the individual properties were so small, or inferior that the 
rentals were not large enough to reestablish the families in another 
locality. 

It was more advantageous to the Government as well as to 
landowners for the Government to acquire fee ownership of the 
many improved properties needed. The provision that the Govern- 
ment restore the properties to their original condition upon termi- 
nation of the lease or pay damages often would have cost more than 
the purchase price of the land. For this reason, leasing was later 
limited primarily to unimproved properties, such as forested tracts 
in the South and grazing land in the West. Other classes of leased 
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properties were the National Guard Camps, belonging to the 
States, and airports, belonging to muncipalities. In the location of 
many airports, arrangements were made whereby a municipality 
would buy the land and the Federal Government pay all construc- 
tion costs. The Federal Government often bought additional land 
to enlarge airports that were leased from municipalities. Under 
these arrangements the original airport facilities as well as the 
expansions were to revert to the municipality when no longer needed 
for the war. 

Some of the land obtained under lease in the Western States was 
State owned. These State lands in most instances were intermingled 
with the Federally owned land made available. It was necessary to 
lease State lands because of the temporary nature of many war 
projects and the legal restrictions or reluctance of States to sell. 
In some States an attempt was made to exchange these inter- 
mingling State lands for Federal land located outside the military 
project. In the Eastern States most of the leased land was owned 
by individuals. In the South, too, the land obtained under lease 
was usually private land in large timber tracts, in many instances 
belonging to paper and lumber companies or turpentine operators. 

The War and Navy Departments made a concerted effort to 
utilize land already Federally owned in locating camps, bombing 
ranges, and ordnance depots, if this land could serve the purpose 
as well as alternative locations. Land management bureaus and 
agencies of the Departments of Agriculture and Interior cooperated 
extensively in making Federally owned land under their jurisdiction 
available for military use. Special procedures made these lands 
available in the interests of the war while protecting civilian 
values in the land. 

Use of lands already in Federal ownership expedited the land 
acquisition program and held to a minimum the disruption of 
local economic activity connected with wholesale evacuation of 
populated areas. This reduced the work of surveying individual 
properties, negotiating with individual owners, and the almost end- 
less task of searching titles and closing the purchase transactions. 
All these costs as well as the purchase price of such land were 
eliminated. An additional advantage was the availability of up- 
to-date ownership records and usable maps of the lands involved, 
and the existence of roads and other facilities which expedited 
immediate military use. Use of existing Federally owned land held 
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to a minimum the heartaches, the confusion, and the bewilderment 
of people forced to evacuate against their wishes. 

The type of interest acquired in the land and the methods of 
obtaining the needed acreage depended upon the ownership status 
and the contemplated use of the land. In many of the projects 
located on land a portion of which was Federally owned before the 
war, there were scattered private holdings that had to be bought. 
Such properties in national forests in the Eastern States had not 
been bought earlier because they were more economically suited to 
farming than to forestry. In the Western States, homesteaders had 
effectuated a scattered homestead pattern and in many instances 
settled on the better lands where they could get water, thus leaving 
the poorer lands to be held by the Government. These private 
holdings now had to be bought so the occupants could be moved 
from the area. 

Needed Federally owned land under the jurisdiction of other 
Federal agencies was made available for war use under various 
arrangements—chiefly by Executive order, public land order, and 
letter of permission usually called “use permit.” Some sites were 
made available by act of Congress. Lease and suspension agree- 
ments developed as a result of legislation passed in 1942 made it 
possible to pay ranchers for the value of their rights in Federal 
land. 

Kind of Land Bought 


Publicly owned land transferred or leased for temporary military 
purposes and land leased from individuals was primarily in forest 
use or grazing use before the war. Land that was bought from pri- 
vate ownership, however, had a wider range of uses and represented 
land of higher use capabilities. Of the land bought from private 
owners about one-fourth was in cropland use, one-third in pasture 
and grazing use, another third in woodland and forests, and the 
remainder in miscellaneous use (table 2). These were the major uses; 
they were not necessarily the best uses nor the uses in which the 
land would yield the most satisfactory returns to the operator. 

The kind of land acquired was determined largely by type of 
project to be located in the area. Ordnance plants and depots, 
storage areas, airfields, and enemy alien camps were usually 
located on open agricultural or grazing land. Military camps and 
proving grounds were usually located in areas having a low propor- 
tion of cropland. Because of the necessity of acquiring all the land 
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within the designated boundaries it was to be expected that all 
types of land would be found in most of the sites. The land acquired 
for military use represented all types of agricultural use as well 
as a wide range in agricultural productivity. 


TaB 2. Mayor or Lanp BerorE PurcHASE BY THE WAR AND Navy 
DEPARTMENTS, WoRLD War II Purcuases! 


War Navy U.S. 
Item Department Department? total 
Acres Acres Acres 
Cropland 1,434,229 272,510 1,706,739 
Pasture and range 2,061,705 418,079 2,474,784 
Woodland and forest 1,888 ,028 269 ,085 2,157,113 
Swamp, waste, urban, and 
miscellaneous 218,496 62 ,406 280 , 902 
Total? 5,602 ,458 1,017,080 6,619,538 
Percentage of total 
Percent Percent Percent 
Cropland 25.6 26.8 25.8 
Pasture and range 36.8 40.6 37.4 
Woodland and forest 33.7 26.5 32.6 
Swamp, waste, urban, and 
miscellaneous 3.9 6.1 4.2 
Total 100.0 100.0 100.0 


1 Classification made, in fall of 1948, cooperatively by War, Navy, and Agricul- 
ture Departments, and State agricultural colleges. 

2 Sites the Navy believed would become permanent installations were not 
classified. These totals derived by multiplying total acreage bought by the per- 
centage arrived at in distribution of classified acreage; done separately for different 
parts of the country to obtain maximum accuracy. 

As of Jan. 1, 1945. Does not include easements and other lesser interests as is 
done in table 1. 

Ordnance plants have site location requirements that nearly al- 
ways placed them on the best land in the community. They had to 
be located on land that could be excavated deeply and easily for the 
placement of heavy foundations. Deep soil had another advantage 
in that it would not carry explosive shocks as far as land with 
shallow rocky soil. Adequate main line transportation, both rail- 
road and highway, was necessary. The plants were usually adja- 
cent to rivers, so as to have an abundance of water. The large 
amount of hauling to be done demanded also that the land be reason- 
ably level. The site had to be located in open country for safety yet 
close enough to population centers to insure an adequate labor 


supply. Construction of buildings, highways, and railroad spurs, 
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and plant operation are costly under the best conditions, but could 
be held to a minimum if sites with deep soil and level land were 
selected. Even in the best agricultural areas, such as Sangamon 
County in Illinois, the cost of land acquisition represented only 
about 2 percent of the total cost of the installation. This is a main 
reason why construction authorities gave relatively little consider- 
ation to agricultural productivity when deciding between alterna- 
tive sites. 

Ordnance depots, shell-loading plants, and storage areas do not 
need to be near abundant water supplies. Aside from this, they have 
the same requirements for site location as the ordnance plants. 

Airfields were located on land as good as that for ordnance plants. 
Obviously, level land is required for runways. Most of the site as 
well as the adjacent land had to be open to avoid costly land clear- 
ing. A higher proportion of the land in airfields was used for crops 
before Government purchase than was true of ordnance and storage 
sites. This was because land of less variation in type and use was 
obtained for smaller sites, a condition even more true of auxiliary 
airfields than of the main airfields. Auxiliary and emergency landing 
fields usually require a small level area of about 160 acres, used only 
for landing purposes, while main airfields could use some less level 
land for barracks and grounds. 

Prison and enemy alien camps contained a considerable propor- 
tion of cropland because it was intended that the occupants grow a 
part of their food. 

Military camps and maneuver areas as a rule were located where 
there was a minimum of agricultural activity and so were on land 
not well adapted to crops. Exceptions are found in such instances as 
Camp Campbell in Kentucky and Tennessee, Camp Breckenridge 
in Kentucky, Camp Atterbury in Indiana, Fort Riley in Kansas, 
and Camp Adair in Oregon. In these camps from 50 to 70 precent of 
the land was used for crops. 

Camp sites in the southern part of the country, from central 
Texas eastward, in most instances, were made up of land of which 
only from 10 to 20 percent was used for crops before purchase. 
Most of the land in the sites in these Southeastern States is covered 
with forest growth. Much of it is cut-over land of low productivity. 
In the southwestern part of the United States, from central Texas 
westward, the military camp sites were predominantly in grazing 
use before they were bought by the Government. 
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In nearly all instances, camps were located in areas with good 
transportation. Two railroads usually were required. It was con- 
sidered an advantage also to have the camp within reasonable 
distance from sizable urban areas so that existing recreational 
facilities would be adequate and varied enough to meet the needs of 
large numbers of men. 

Bombing and artillery ranges and proving grounds were located 
on the poorest types of land available. Of the 1,384,000 acres bought 
for this purpose only 7 percent was used for crops before the war. 
These sites in the western United States were located primarily in 
poorer grazing areas, and in the eastern United States they were 
located principally in extensive woodland areas. 


Relocation of Families 


On the basis of actual counts at a number of sites, it is estimated 
that approximately 60,000 rural families were displaced because of 
the wartime land purchase program. It is estimated that about 
30,000 farms were brought. More families were affected in the 
South and East than in the Great Plains and the West. In most of 
the sites in the East and as far south as North Carolina, Tennessee, 
and Arkansas, the properties and farms were small. In some of the 
sites many small acreage properties were occupied by families the 
heads of which had work in nearby industry. Farther south, in 
many projects, there were more families than there were ownership 
units because several sharecroppers were on the same ownership 
tract. In the Great Plains and the West, the operating as well as the 
ownership units were large. 

Hurried acquisition of large solid blocks of land creates a series of 
human problems which do not arise when single and scattered 
properties change ownership. Most important is the disruption of 
long-established economic and social activities of the many indi- 
viduals which give life and meaning to the community. Thus the 
purchase of large areas affected all the citizens of the community. 
Evacuation of all occupants and their belongings had to be com- 
plete to make way for the conversion of large areas to new uses— 
army camps, ordnance plants, airfields, proving grounds, and other 
war purposes. This meant that farm tools and household goods had 
to be piled on wagons, trucks, and trailers, and that all livestock 
had to be herded out or hauled out of the area. 

A varied program of assistance was needed to relocate many of 
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the families who were bought out. Some were able to relocate with- 
out any assistance, some wanted only information as to relocation 
opportunities, others needed both information and financial assis- 
tance, while the incapacitated needed help in the physical job of 
moving, in addition to information and financing. Since there was 
no compensation for disturbance it is certain that the displaced 
families suffered varying amounts of financial costs as well as the 
physical hardships and the more intangible heartaches and incon- 
venience that go with the process of being forced to sell one’s home 
and to sever community ties. 

The proportion of the families falling into the needy groups 
depended much upon the productivity of the land and other local 
resources. At Fort Leonard Wood in Missouri, for example, 304 
families were displaced. As this is typical Ozark Mountain land, it 
is to be expected that the families would not have accumulated 
much material wealth. It was found that 45 family units, or 15 
percent, were obtaining old-age assistance or aid for dependent 
children at the time of purchase. Another 30 percent did not have 
enough equity to qualify even for standard Farm Security Admin- 
istration loans. Thus, 45 percent of the family units needed sub- 
stantial outside aid to finance the cost of moving.! 


Fewer families were dependent upon the public for relocation 
assistance in the more productive areas and in the areas where the 
type of land use and ownership was in adjustment with the type of 
resource. Slowness in getting paid for the land was the chief reason 
families displaced from such areas had to have loans. 


Work of County Agricultural Planning Committees 


The county agricultural planning program that was in existence 
during the early war years (1939-42) and later the county war 
boards served as a medium for solving relocation problems. This 
program, sponsored by the U. S. Department of Agriculture in 
cooperation with the State agricultural colleges and State and 
County Extension Services was an effort to bring together the 
farmers and the several agricultural agencies in the counties to 
work in unison on problems affecting the use of land and the welfare 
of farmers in these counties. Major efforts were spent on projects 


1 Albert H. Mussman, Unpublished manuscript. Implication of Land Use Ad- 
a in Connection with the Defense Program. Bur. Agr. Econ., U.S. Dept. Agr., 
uly 1941. 
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that furthered the war. Family relocation on the scale required by 
military land purchase was a tangible problem of planning for this 
group to work on. In some counties, as in Des Moines County, 
Iowa, it was decided that this problem would have the immediate 
attention of the agricultural planning committee. 

The county agricultural planning committees or war boards were 
made up of county representatives of agricultural agencies and 
local farmers. Their activities on relocation problems consisted 
essentially of (1) dissemination of information; (2) surveying relo- 
cation needs; (3) listing of trucking, storage, rental, and related 
kinds of services available; (4) making lists of farms for sale; and 
maintaining an information office. 


Work of the Farm Security Administration 


In many areas the Farm Security Administration was the first to 
come to the assistance of families whose land was bought by the 
Government. FSA activities on such relocation problems started 
concurrently with the land purchase program in 1940, and were 
most extensive in the South. As many of the camps were located in 
poor land areas, the occupants usually included many who were in 
dire financial circumstances. The FSA was the only agency with 
an already-operating program designed to give adequate aid to this 
needy group. It had authority to extend loans with a minimum of 
security and to make grants to individuals having no security nor 
possibility of repaying. 

Grants to low-income farm families to help defray moving costs 
and to provide temporary sustenance were not to exceed $100 per 
family except in extreme cases, and were to be used for covering 
expenses incidental to moving, immediate subsistence, buying of 
materials for temporary shelter, and paying of rent for housing for a 
period not to exceed 6 months after relocation. Most of the grants 
were made in the three States of Georgia, Alabama, and South 
Carolina—3,071 grants averaging $50.60 were made in these three 
States.? Up to July 1, 1942, the FSA had made relocation grants to 
4,200 families and had assisted 235 to obtain farms through State 
relocation corporations, in addition to the other kinds of assistance 
given. 

The efforts of the Farm Security Administration to develop a 


2 Hearings Before the Select Committee Investigating National Defense Migration, 
Part 32, Huntsville Hearings, May 7 and 8, 1942, 77th Cong., 2d sess., p. 12061. 
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comprehensive program to help relocate displaced farmers through 
State Defense Relocation Corporations warrants special mention. 
For States in which there were at least 25 low-income farm families 
to be relocated on farms, regional FSA administrators had author- 
ity to establish corporations that would buy or lease lands and 
develop them for these people. Relocation corporations were set up 
in 17 States and in all 339,222 acres were acquired. 

The normal operations of FSA were considered inadequate for 
the needs of the many farm families who were being forced to leave 
their farms. It was thought that “relocation of displaced families on 
a sound basis could be achieved only through acquisition and devel- 
opment of tracts of land sufficiently large and well-disposed to 
make possible planning and development of profitable and varied 
forms of operation.” 

One of the objectives of the relocation corporations was to hold 
to a minimum any secondary displacement, such as would occur if 
farm tenants elsewhere would be forced to move because the farms 
they were on were sold to families moving out of Government pur- 
chase areas. The corporations tried to buy land that could be de- 
veloped into additional farms. Much of it was under nonresident or 
corporate ownership. As an example, the 41,845 acres of Bates 
County land bought from the well-known Scully Estate had 156 
families living on it. Plans called for subdividing the land into 382 
family-sized farms, which would have provided farms for an addi- 
tional 226 families. 

Annual sale of land by the State relocation corporations indicates 
that only a small amount of this land was sold to displaced families. 
There were several reasons for the comparatively small volume of 
sales. 

1. Most of the land was undeveloped and needed special im- 
provement before it was suitable for sale in family-sized farm 
units. 

2. The restriction of the War Production Board on sale of build- 
ing material imposed subsequent to the initiation of this 
relocation program prevented the construction of new build- 
ings and the establishing of new farms as originally planned. 
Only a few sets of farm buildings were put up. 

3. As it was FSA policy to hold to a minimum the secondary 
displacements, the tenants on the land bought by FSA were 


3 Huntsville, Alabama, Hearings. Op. cit., p. 12060. 
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allowed to remain as the farm units that had buildings were 
not sold to new buyers. 

4. Relocation activities through State defense relocation corpor- 
ations were stopped by an opinion rendered by the Comp- 
troller General of the United States on March 5, 1942. He held 
that these activities were not within the scope of FSA appro- 
priations. In addition, the Appropriation Act of 1943 directed 
FSA to stop direct loans for land purchase under the rehabili- 
tation program except where directly specified under separate 
acts, such as the Bankhead-Jones Act and the Wheeler-Case 
Act. 

5. When these activities were halted, the corporations were in 
the midst of clearing titles and other work involved in the 
purchase of land. It took time to settle the legal difficulties 
that arose in connection with the commitments made by the 
corporations, so a large part of the land they had bought 
could not be resold until 1944 and 1945. Because of lack of 
development funds, the land without farm improvements was 
sold during this later period to the highest bidder, with or 
without subdivision. 


Extent to Which Families Became Relocated 


As the bulk of land purchase activities of the War and Navy 
Departments took place in 1941 and early 1942, most of the dis- 
placed families who had adequate resources were not faced with a 
dearth of farms for sale. The Jong lists which were on file in the 
county agents’ offices attested to that. Insurance and mortgage 
companies, Federal land banks, private banks, and individuals had 
taken over many farms during the rapid decline in land prices in the 
early 1930’s. Prices for farm land rose some between 1935 and 1940 
but apparently not enough to induce all unwilling owners to sell. 
The rapid rise in land prices which started during the latter part of 
1941 brought prices above investment values, and as a result credit 
institutions, whose policies were to liquidate as soon as they could 
do so without financial loss, started selling their farms. Farms held 
by estates were also more readily for sale after prices which could be 
obtained seemed more favorable. 

Displaced farmers, as well as other farmers nearby, found tem- 
porary work on the huge construction jobs at the military camps 
and ordnance plants. Before the unemployment slack had all been 
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taken up, it was the policy of the Government to give jobs first to 
displaced families. Construction crews on the major projects often 
included 10 to 20 thousand workers and there were not that many 
displaced farmers in the respective areas. It was reported in some 
instances that a large proportion of the farmers in the county 
worked at these sites. Such work, however, was temporary and 
merely stayed off the final date of readjustment. 

In the less productive land areas a high percentage of both own- 
er-operators and tenants went to defense and war jobs. In these 
areas it was noticeable that not only displaced farmers but others 
were giving up farming for more profitable work at Government 
installations. Many county agents reported that wages at these 
sites were so high as to drain off all agricultural labor. These jobs 
alleviated the financial burden of relocation for the duration of the 
war. 

Owner-operators who had substantial equity in their farms and 
wanted to continue farming were best able to buy the farms offered 
for sale in nearby communities. But one of their problems was the 
lapse of time between sale of the farms and receipt of payment 
from the Government. Those who wished to have in hand all the 
money needed to buy another farm may have passed by an oppor- 
tunity to get a first-choice farm or may have been forced to pay 
more because the prices of land were rising. Many reports were 
received to the effect that as a rule farmers could not buy farms of 
equal value with the money received from the Government. Pur- 
chase of farms by the displaced farmers meant a heavy local de- 
mand for farms, and sent local land prices up above the general 
rise. 

Tenants found it difficult to relocate on other farms because they 
usually had to move at a time of year when few farms were for rent. 
Then, too, the policy of not paying for disturbance and relocation 
costs meant that the tenants had to use their own money to pay for 
this unexpected cost. 

In the early part of the wartime land acquisition program, an 
attempt was made to recognize the losses incurred by tenants 
because they had to move before the formal termination of the 
farm lease. Since there was no authorization to do so the Justice 
Department could not recognize payment for disturbance as a 
normal cost of land acquisition. Accordingly, the problem became 
one involving only the landlord and his tenants. An attempt was 
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made to have the landlord work out satisfactory arrangements 
with his tenant, and proof of such agreement made prerequisite to 
final payment for the land. The landlord was to pay the tenant the 
agreed sum out of the proceeds of the land sale. This arrangement 
did not seem practicable. The only equity recognized as belonging 
to a tenant was his pro rata share of the value of growing crops and 
cost of seedbed preparation. The limited resources of most tenants 
together with the difficulty of finding farms for rent forced them to 
get other work, at least, temporarily for one crop year if not longer. 

Payment for cost of relocation would appear to be warranted for 
farm occupants but is most urgent for tenant families. Since the 
value of growing crops and seedbed preparation were the only real 
estate equities recognized to be in their possession, many had to 
move without receiving compensation of any kind. It was a real 
hardship. Tenants not only had the expense of moving but were 
unemployed until another farm was located or other work was 
found. 

The Supreme Court ruling that the General Motors Corporation 
entitled to compensation for costs of moving apparently sets a 
precedent for the development of a policy which would give equal 
recognition to the costs enforced upon all property owners and 
tenants when their homes and land are acquired for public pur- 
poses.* 


Community Problems 


Many community problems arose as the Government bought 
large areas of land. Local governmental units, especially school and 
road districts, were dissolved or had to combine with other districts. 
Partially dismembered districts that were left that way had to 
reduce their services to the amount that could be supported by the 
reduced tax revenue forthcoming from the shrunken tax base. On 
the other hand, in areas where a great many workers moved in it 
became necessary to expand public service facilities. 

The War and Navy Departments bought land in 782 counties. 
In only 37 counties was as much as 10 percent of the county’s land 
area involved, thus indicating that relatively few counties suffered 
substantial losses in tax base. It was the smaller governmental 
units, such as townships and school districts, that suffered the 


4 U. 8. vs. General Motors Corporation, 323 U.S. 373; 65 S. Ct. 357; 89 L. E. D. 
311 (1945). 
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greater loss in tax base. Up to January 1, 1945, there were 172 
separate War and Navy sites that exceeded 5,000 acres in size. It is 
likely that the removal of a land area of 5,000 acres from the tax 
base would appreciably affect school and township finance. Off- 
setting benefits from increased pay rolls were not reflected in the 
tax receipts of local governmental units. Such benefits were primar- 
ily to individual merchants and as a result were reflected primarily 
in State revenue and Federal income taxes. 

Closing of schools forced many children to attend other schools 
in the district or schools in adjacent districts. Township and county 
roads in the large training camp and ordnance plant areas usually 
had to be closed. The most necessary roads and State highways had 
to be relocated and at Government expense. Residents living on the 
edge of military reservations often had to travel several additional 
miles to reach neighbors or shopping localities on the other side of 
the reservation. 

Road and school bonds usually are issued on the basis of entire 
taxing units. After Federal purchase, such indebtedness must be 
assumed by the remaining area in the district not bought by the 
Government. Outstanding indebtedness for roads and schools was 
one of the greatest obstacles to the consolidation of remnants of 
districts with those adjoining. Neither cared to assume those debts. 

Electric power and telephone lines on land bought by the Govern- 
ment usually had to be relocated. Cemeteries that were in danger 
of damage by exploding shells or that were in the way of construc- 
tion were relocated. Both were done at Government expense. 


Federal Assistance for War Housing and Public 
Service Facilities 

The Federal Government had to develop special housing pro- 
grams to care for the thousands of workers who flocked to the 
Government plants and training areas. Local communities some- 
times tried to give direction to the mushroom building boom by 
enacting zoning regulations and health ordinances. 

The U. S. Department of Agriculture was interested in defense 
housing because many camps and ordnance plants were necessary 
in rural areas. It was thought that normal rural housing for the 
postwar period in areas with newly developed war industries could 
be improved if housing for war workers could be built on farms 
within commuting distance from the place of work, with an arrange- 
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ment for a farmer to buy the house on his land at the close of the 
war. This idea was used in connection with the ordnance plant at 
Radford, Virginia. Selection of housing sites was based on a survey 
made of surrounding counties to learn the need for improved rural 
houses and the willingness of the farmers to cooperate in the pro- 
gram. Under the plan, a farmer would lease a small plot of ground 
to the Government and at the end of the war he was to have first 
chance to buy the house on it. Seventy-one houses were built in 
this way in the Radford area and shortly after the war were sold to 
farmers. 

An attempt was made to extend this type of rural housing to 
other defense areas. However, the tempo of the war program was 
too rapid to warrant such a program. It took too much time to 
negotiate and to make the frequent and lengthy calls demanded for 
each house that was to be built. Farmers seemed skeptical about the 
lease and legal procedures, and evidently did not feel certain of 
becoming the eventual owners of the houses. Such a program re- 
quired much “salesmanship” to overcome human skepticism and 
suspicion. The Land Use Planning Committee of Des Moines 
County, Iowa, listed three reasons why it did not believe the plan 
would be accepted by the farmers in its county. 

1. Very few farmers would be willing to enter into an arrangement of 
this kind without definite assurance as to when the house would be 
available for farm use, and as to the terms of the transfer of the house 
from the government to the private owner. 

2. Housing defense workers in new houses in rural areas would increase 
the costs of rural schools; because of the low percentage of State aid 
in Iowa for schools this would be a serious matter. 

3. Members of the Planning Committee were inclined to question the 
desirability of transient or semi-transient defense laborers as citizens 
of rural communities. They believe most farmers would object to 


having a house on their land that could be occupied by people over 
whom they had no control. 


The most temporary type of defense and war housing was repre- 
sented by the trailer camps established rather generally throughout 
the country. These were sometimes acquired by the Government 
and rented mainly to families of construction workers. Sometimes, 
the Government developed the trailer site and leased the space to 
owners of private trailers. Nonmovable temporary housing units 
were constructed in the vicinity of camps and ordnance plants. 
Some permanent and semipermanent dwellings were put up for 
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officials and permanent workers. In many areas new residential 
communities were established. A much larger proportion of the 
housing units constructed in rural and village areas was temporary 
than was true in urban areas.® 

The Federal Government gave substantial assistance to local 
taxing units for schools, hospitals, and public service facilities in 
conjunction with the war housing program. Local communities 
could not have financed these facilities. It was a war need, charge- 
able to the war, and in most instances was definitely temporary in 
nature. This Federal aid was distributed on the basis of need for 
expanded facilities and was not related to losses in tax base because 
of Government land purchase. Thus, it cannot be considered as 
offsetting benefits to the taxing units affected by Federal purchase 
of land. As an example, in the Fort Leonard Wood area in Missouri 
on $14,000 was given Pulaski County for school operation whereas 
more than $400,000 was given for school enlargement and operation 
in the nearby villages of Lebanon, Rolla, Waynesville, and Rich- 
land, all within commuting distance of the Fort. A major portion of 
Fort Leonard Wood is located in Pulaski County. 

Federal aid for war housing and public service facilities and op- 
eration of those facilities was authorized under the Lanham Act.® 
Through June 30, 1946, under authority of this act, the Federal 
Works Agency had allotted $481,216,691 for aid to taxing units for 
construction of facilities and for public services. Of the $359,605,457 
spent for public works, only $8,275,474 was in the form of ‘oans, 
while $180,059,526 was for Federal construction and $171,270,457 
for Federal grants for non-Federal construction.’ Federal allot- 
ments for war public services was primarily in the form of assist- 
ance in paying of teachers, operating day nurseries, buying fire 
equipment, and hiring of additional policemen and employing per- 
sonnel needed to operate recreational centers. 

Most of such Federal assistance went to urban areas and particu- 
larly those along the coasts with their huge new populations work- 
ing at ship building and training centers but a sizable proportion 
went to rural taxing units—those in the vicinity of military training 
areas or ordnance plants. 

5 For a discussion of the war housing program, see printed report: Public Housing, 
The Work of the Federal Public Housing Authority, Mar. 1946. 

6 54 Stat. 1125, Oct. 14, 1940, as amended. 


7 WS-2, Statistical Report, p. 2, Federal Works Agency, Bureau of Community 
Facilities, War Public Works and Services, June 30, 1946. 
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Conclusion 


The multiple problems associated with the taking of land for 
public purposes stem from two fundamental concepts—the supreme 
right of the State to possession and occupancy of the land and the 
consitutional rights of the individual in that of his property cannot 
be taken without just compensation. All of the legal procedures, 
such as “condemnation” and “declaration of taking,” are devised 
to expeditiously effectuate the transfer of land from private to 
public purposes—protecting the rights of the Government as well 
as the property rights of the individual. 

Relocation of families is the most difficult problem arising from 
large-scale governmental purchase of land. The necessary social and 
economic readjustments are difficult for all occupants of the area— 
whether it is a productive area or one that might best be depopu- 
lated and utilized in more extensive uses in public ownership. 
People who have spent a lifetime in an area are not inclined to 
accept the conclusion that they would be better off by moving to 
other areas having greater economic opportunities. It is not possi- 
ble to compensate unwilling settlers for all the values associated 
with their homes and community. 

The war is now over and the land acquisition program of the 
War and Navy Departments has been put in reverse. Up to Oc- 
tober 20, 1946, a total of 1,270,000 acres of this land bought from 
private owners had been declared surplus and were being sold back 
to private ownership or transferred to other public purposes. This 
is about 20 percent of the total bought during World War II. It is 
being disposed of in accordance with the provisions of the Surplus 
Property Act of 1944. This law gives priority to former owner and 
former tenants to repurchase their farmer properties and thus does 
not permit a replotting of land into more satisfactory ecomonic- 
sized farm units.® 

Undoubtedly, nearly all of the productive agricultural land that 
was bought will be returned to private ownership when no longer 
needed for military and war production purposes. It is hoped, how- 
ever, that those projects having land that is not well adapted to 
agricultural use in private ownership will be retained in public 
ownership and transferred to other public purposes, such as fores- 

8 For an analysis of the provision of this law as it affects the disposal of rural real 


estate, see Alvin T. M. Lee, “Farms and Homes from Surplus Military Land.” 
Journal of Land & Public Utility Economics, Vol. XXI, No. 4, Nov. 1945. 
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try, wildlife, recreation, and other uses for which the land is best 
adapted. Returning the projects with poor land to private owner- 
ship under the priority provisions of the Surplus Property Act will 
perpetuate the maladjustments in use and ownership that existed 
there before these areas were purchased. By retaining in public 
ownership these projects with poor land and using them for neces- 
sary public purposes, it will hold to a minimum the unpleasant task 
of evicting families from their homes because of the public need for 
their land in the future. Retaining such projects in public owner- 
ship will make it possible to partially meet the future public needs 
for land without incurring costs of new land assembly or of reac- 
quiring lands now in public ownership which may again be needed 
in the future. 

Land in standby military projects need not lie idle. The War 
Department’s agricultural leasing program is an illustration of how 
selected open areas may be outleased to farmers while major mili- 
tary use is proceeding on the rest of the area. During the war years 
1944 and 1945 the War Department “outleased” 377,579 and 
895,504 acres respectively to farmers in the vicinity of the military 
projects. In 1946 when many projects were designated as “standby” 
the acreage outleased reached 1,145,993 acres. Outleasing of land 
in military sites makes it possible to retain for a considerable time 
even some of the good agricultural land pending decision as to 
future military needs. Outleasing of portions of the projects that are 
to be retained indefinitely increases the economic opportunities of 
farmers in the local areas, reduces Governmental costs for fire and 
weed control, and with adequate provisions in the lease will facili- 
tate keeping the land in good productive condition while in Gov- 
ernment ownership. There is legislative authority also for delegat- 
ing land management in military projects to such agencies as the 
Forest Service which are equipped and staffed to handle such work, 
while at the same time holding the project available for immediate 
military use. Thus, land in military projects can be used for 
forestry or other nonmilitary purpose while still being available for 
use or concurrently used for military training. 


QUANTITATIVE RESEARCH IN AGRICULTURAL 
ECONOMICS: 


THE INTERDEPENDENCE BETWEEN AGRICULTURE 
AND THE NATIONAL ECONOMY* 


TryGve HAAvELMO 


I Recent Developments 


ECENT trends in quantitative research in economics have 

led away from the more superficial analysis of “market ba- 
rometers”’ (for example, share prices and wholesale prices) towards 
those more basic economic factors that are the end results of eco- 
nomic activity, such as volume of output, consumption, investment, 
and real income in the various sectors of the economy. This change 
in objectives has brought with it a change in the necessary theo- 
retical framework and statistical tools. The emphasis has shifted 
from mechanical investigations of the ups and downs of certain 
descriptive time series to the development of theoretical models 
intended to explain, quantitatively, the mutual interdependence 
among the various economic factors. The purpose of studying such 
interrelations is to obtain an “explanation” of the mechanism that 
determines the level of economic activity and thereby the general 
economic welfare of the various groups in the economy. This same 
purpose is equally appropriate and desirable for modern economic 
research concerning the agricultural sector of the economy.f 


II The Network of Economic Relationships 


This change of emphasis in economic research is only a reflection 
of the general trend in economic and political thinking. In a sense, 
the trend in economic thinking—among economists as well as 
among those who make public policy with regard to economic 


* This will be reprinted in Cowels Commission Papers, New Series, No. 27. 

t The amount of literature on economic research in agriculture is already enor- 
mous, and even more material and results are probably contained in unpublished 
manuscripts in the files of the Department of Agriculture and other agencies. As 
far as the literature is concerned, the reader is referred in particular to Professor 
Henry Schultz’ monumental work on The Theory and Measurement of Demand, 
(Chicago, 1938) which contains not only Professor Schultz’ own findings but also 
critical surveys of the work of others and extensive references to the pre-World- 
War-II literature. For a more technical exposition of some of the newer ideas ad- 
vanced below, reference is made to M. A. Girshick and T. Haavelmo: “Statistical 
Analysis of the Demand for Food,”’ Econometrica April, 1947. 
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affairs—has perhaps been ahead of the corresponding develop- 
ments in the appropriate research tools for quantitative analysis. 

Current economic ideas on the subject of agricultural economics 
and the welfare of the farm population run more or less in these 
terms: Because of the mutual economic dependence between the 
two sectors, one cannot reach a full, or even approximate, expla- 
nation of the economic conditions within agriculture unless one has 
an understanding of the functioning of the economic mechanism 
that governs the non-agricultural sector of the economy. High 
incomes in the non-agricultural sector are an essential condition for 
prosperity in agriculture, and high incomes of the farm population 
are likewise important for prosperity in the rest of the economy. 
High prices for agricultural products are associated with high farm 
incomes, but does this mean that an increase in agricultural prices 
will cause only a shift in real income from the non-agricultural 
sector to the agricultural sector? Or does it mean a change in total 
real income and employment of the economy? Sometimes it may be 
possible to reach an answer to such questions through a priori 
economic reasoning. But more often the answer will depend on the 
the actual quantitative values of the elasticities with which the 
various groups in the economy respond to price and income 
changes. The main objective of quantitative research in this field is, 
then, to measure the network of economic relationships that explains 
the functioning and the results of this mutual interdependence between 
the two sectors. 

Let us examine this network a little more in detail. Suppose that 
our goal is to explain the fluctuations of the annual net income of 
farmers. We may start out by defining this net income as the value 
of sales to the nonagricultural sector plus the value of farmers’ 
total consumption plus the value of net change in assets minus 
expenditures made to the non-agricultural sector. To explain 
changes in farm income we would therefore have to study the 
relations that describe farmers’ decisions to produce, to purchase 
means of production, and to improve their farms, as well as the 
more technical input-output relations governing agricultural pro- 
duction. In attempting to explain these various economic decisions 
and actions within the agricultural sector, we should find that a 
variety of economic factors pertaining to the non-agricultural part 
of the economy enter into the picture—factors such as cost of farm 
machinery and other means of production, cost of consumers’ goods 
purchased from the non-agricultural sector, industrial wages and 
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their effect upon supply of farm labor, and prices paid for agricul- 
tural products in the non-agricultural sector. 

From the point of view of economic action—that is, of the 
decisions to produce, to consume, and so on, within agriculture— 
the factors relating to the non-agricultural sector might perhaps be 
considered as “exogenous variables,” not influenced by the farmers’ 
own actions. That is, one might say that the farmers plan as if 
these factors were imposed autonomously “from outside.’ But this 
does not mean that the exogenous factors remain constant or that 
they are independent of the economic actions within the farm 
sector. Thus, even if we had arrived at an exact explanation of the 
level of farm output, farmers’ consumption, expenditures on farm 
machinery, savings, and the like—in terms of the factors that 
appear as given from outside—we should still not be able to make 
any absolute statements about the variables to be determined. For 
that purpose, we should also have to know how the factors that 
appear to be determined within the non-agricultural sector are, in 
turn, affected by the economic activity of the agricultural sector. 
For example, it might be reasonable to assume that the price level 
at which a given output of agricultural products can be sold will be 
determined by the level of income in the non-agricultural part of the 
economy. To determine this price level, then, it might seem reason- 
able first to make a guess at the probable level of non-farm income 
and then to calculate the price level that might be expected, given 
this income. But obviously this is not adequate since it is not possi- 
ble to guess at the income of the non-agricultural sector without 
already having some idea of what the farmers’ income will be, and 
this in turn depends on the prices they receive. However, this situ- 
ation does not mean that we are involved in circular reasoning. It 
simply indicates that, in addition to a theory of the supply of and 
demand for agricultural products, we must explain all the variable 
factors that enter into the analysis in terms of certain factors that 
are known explicitly or that are determined by autonomous govern- 
ment action. 

This is what the economist means when he says that, in order to 
study the mutual interdependence between the various parts of an 
economy, it is necessary to establish the complete, determinate 
system of relations that ties the various economic variables to- 
gether. This idea has a strong basis of tradition in economic theory, 
dating back to the work of the physiocrats and later to the more 
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explicit and elegant theories of Leon Walras. In modern times the 
interest of many economists has been directed towards investi- 


gations into the quantitative nature of the dependence between 
economic variables. 


III More Efficient Statistical Tools 


One might think that this new emphasis upon the necessity of 
studying many economic relations simultaneously is something 
that need not concern the statistician in his attempt to derive esti- 
mates of the individual economic relationships in the economy. For 
example, one might think that the statistician, when studying 
economic relations within the agricultural sector, could take all the 
outside, non-agricultural factors as given and then establish the 
reaction of the farmers to these various factors; or that, similarly, 
when the statistician is studying relations within the non-agricul- 
tural sector, he could treat the factors resulting from farmers’ 
decisions to produce, to consume, and so on, as external to the non- 
agricultural part of the economy. It can be shown, however, that— 
from the point of view of statistical theory—this type of partial 
analysis leads to logical inconsistencies of much the same nature as 
the fallacy, in economic theory, of neglecting the mutual economic 
interdependence between the two sectors. The results of such an 
approach would usually not represent the basic behavior relations 
that we desire to measure in order to gain more profound insight 
into the functioning of the whole economy. This follows since the 
variables that appear to be exogenous to the agricultural sector are 
themselves influenced, in the final analysis, by the varying response 
of the agricultural sector to these exogenous variables. In the 
language of those that are familiar with statistical regression an- 
alysis, we would have situations where the variables considered as 
“independent variables” are themselves correlated with the 
residual variations of the variables that we try to “explain.” Under 
such conditions the classical method of multiple correlation analysis 
is not applicable.! It would, in general, lead to poor and biased 
estimates. It might even lead to spurious results in cases where one 
can show that an attempt to estimate makes no sense. That is, an 
erroneous procedure of estimation may lead to some sort of definite 
numerical results even when it can be proved conclusively that the 
estimation problem under consideration is in fact indeterminate. 


1 See e.g. Girshick and Haavelmo, op. cit. pp. 79-86. 
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The extensive literature on the classical problem of “deriving 
supply and demand curves from the same data” contains many 
examples of the confusion that may arise when these problems are 
not dealt with by rational and consistent methods. 

But does one have to be concerned with these delicate problems 
when the purpose is only to derive some mechanical formulae for 
making predictions? Suppose, for example, that we should find a 
very high correlation between farm income and non-farm income. 
Could we not then use this relationship to predict farm income, 
assuming no changes in the structure of the economy? The answer 
is probably, Yes, if we know what non-farm income will be. But if 
we do not have any information on the non-farm income, it is of 
little use to guess at a value for this variable and then calculate the 
expected value of farm income by means of the correlation men- 
tioned above. We might as well guess directly at the farm income 
itself. To obtain more useful prediction formulae, it is necessary to 
find out how the factors one wants to predict are related to factors 
that can themselves be predicted on an independent basis. In order 
to determine what our prediction formulae should be under this 
approach, it is usually necessary to investigate the nature of the 
various behavior relations that are the characteristics of economic 
activity in the economy that we are dealing with. 

Recent developments in statistical theory have produced new 
and more efficient tools for handling research problems of this 
nature. It is not possible here to go into detail concerning the theory 
and technique of these new methods.? They will often have to be 
fairly complicated. Suffice it to say here that they represent the 
theoretical and statistical counterpart of ideas, long advocated by 
economists and practical politicians, that a real understanding of 
what goes on in the various parts of the economy requires that we 
know the interrelations between the various economic variables 
that we are talking about. One must not assume “other things 
given” when, in fact, they are not. 


IV Usefulness in Policy 


Suppose we did succeed in deriving fairly accurate estimates of 


2 Readers interested in the more theoretical aspects of these problems are referred 
to Trygve Haavelmo: “The Probability Approach in Econometrics,” Econometrica, 
1944, vol. 12, Supplement. A somewhat more popular exposition is found in T. 
Koopmans, “Statistical Estimation of Simultaneous Economic Relations,” Journal 
of the American Statistical Association, vol. 40, 1945, pp. 448-466. 
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the supply relations, demand relations, production functions, and 
other economic laws that together would describe the interrelations 
between the various economic variables in the economy. For what 
purpose could this network of relations be used? Obviously, such 
knowledge is required to satisfy our scientific curiosity. But there 
is also a far more practical reason. Some knowledge of the nature 
of the mutual interdependence between the economic factors in the 
various parts of the economy is obviously a prerequisite for intelli- 
gent formulation of over-all government policies such as policies of 
taxation and subsidies, public spending, price regulations and 
rationing. Political debates on economic policies are often chiefly 
concerned with the desirability or non-desirability of the objectives 
of these policies rather than with the specific means by which such 
objectives might be reached. The means of reaching a certain objec- 
tive might, to the politician, seem direct and obvious. For example, 
suppose that a political majority is of the opinion that farmers have 
unduly low incomes. As an immediate remedy it might seem appro- 
priate for Congress to pass a law guaranteeing higher prices for 
farm products. But economic thinking, even of the crudest type, 
would almost immediately lead to the observation that one must 
also consider the indirect effects of such measures upon other parts 
of the economy, as well as the repercussions of these effects upon 
the economic policy under consideration. Without a rational an- 
alytical model of how the economy works as a whole, it is usually 
almost hopeless to keep track of these repercussions. 

One might ask how the knowledge of the network of economic 
interrelations, describing the structure of the economy before a 
certain measure of policy is introduced, could help in describing 
what the economy would look like after the new policy is put into 
operation. The answer to this question will, of course, depend upon 
the nature of the policy or policies that are being considered. Some 
policies merely change the numerical values of certain economic 
variables which are already subject to government decision and 
which the individual private sectors of the economy already are 
accustomed to consider as being outside their sphere of influence. 
Speaking technically, this means that we could calculate the 
effects of changes in government policy simply by inserting the new 
values of these variables into the old behavior relations of the vari- 
ous private sectors. A change in the tariff of some imported product, 
or changes in the rates of taxation under a given tax system, are 
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examples. Other policies may be such that they influence the be- 
havior of individuals or groups in a manner that can be determined 
by a priori considerations. Still other types of policies may disrupt 
the behavior patterns of some sectors of the economy while leaving 
other sectors unchanged. Thus, for example, a regulatory policy 
with respect to the supply of a commodity may not affect the be- 
havior pattern on its demand side; one could then use the old de- 
mand function to calculate the effects of such a policy but not the 
previous supply function. 

Whatever the circumstances, it is of no help to take the point of 
view that predictions of this type, based on past experience, are 
impossible. The practical administrator also makes use of simplifi- 
cations, broad abstractions, and rough approximations. This is 
unavoidable. The economist who engages in quantitative research 
believes in stating more openly and explicitly what these simplifi- 
cations and abstractions are, in order that their implications may 
be studied in a rational fashion. In this way he avoids piling logical 
inconsistencies and errors in reasoning on top of the mistakes that 
he—as well as everybody else—will necessarily commit in attempt- 
ing to comprehend the full complexity of economic life. 

The increasing research activity along the lines we have indicated 
is sometimes considered as a symptom of a trend in the direction of 
more government planning. This might cause shortsighted opposi- 
tion to aiding such research work. To this argument, however, 
there is a simple answer—namely, that, given a decision upon a 
certain objective of government planning of some kind, the objec- 
tive can probably be reached more efficiently and with less direct 
restriction upon the freedom of action of the individual private 
sectors in the economy if we know something definite about the 
intricate network of interdependence underlying the functioning 
of the whole economy. 


V An Appendiz to Illustrate the Methods of Model- 
analysis: The Demand for Food and Its Relation to 
the National Economy 


In order to develop a rational economic model it is desirable to 
start with a precise classification of the various groups in society 
according to their principal economic actions. For our purpose, 
here, let us first divide the economy into two groups: the consuming 
sector and the producing sector. (One and the same person might 
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appear in both groups according to the type of action considered.) 
The economic function of the consuming sector is to receive in- 
come, that is, wages and profits, to spend part of this income on 
consumer goods, and to save. The economic function of the produc- 
ing sector, on the other hand, might be considered as the paying of 
income to individuals (or, to the consuming sector), and the supply- 
ing of consumer goods. If the producing sector pays out more in- 
come than it receives for sales of consumer goods, it invests. The 
counterpart of this investment expenditure—that is, of this excess 
of income paid out over receipts—consists of the value of the net 
increase in inventories plus the value of the net increase in plant 
and equipment in the hands of the producing sector. We may also 
consider exports and imports as passing through the hands of the 
producing sector, in which case there might be an additional coun- 
terpart to investment expenditures as defined above, namely, the 
net increase in foreign balances. 

Let us now divide the producing sector into two sub-sectors 
according to the type of consumer goods supplied. Let Sector 1 be 
the sector producing and supplying food te consumers and Sector 2 
the sector producing and supplying non-food consumer goods. 
Thus, Sector 1 will cover farms, processing industries, food dealers 
and so on. A similar interpretation applies to Sector 2. Each of the 
two sectors will make certain income payments to individuals. 
There will also be a certain transfer of goods and services between 
two producing sectors, but this transfer does not by itself affect the 
total income payments to individuals (or, if we disregard taxes, 
“disposable income’’). 

Let us introduce the following symbols: 


1) 2,=volume of food sold to consumers per year 

2) 22=volume of non-food sold to consumers per year 

3) Pi=price per unit of 2; 

4) P2=price per unit of 22 

5) I=total annual net investment expenditures of the two pro- 
ducing sectors 

6) Y=annual income of individuals 

7) P=index of cost of living 


(Effects of changes in population could be eliminated by using per 
capita figures for 2, 22, Y, and I.) 

From what has been said above it follows that the income of 
individuals is given by the definition 
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(1a) Y = 2P2+ I, 
or, what amounts to the same, 


Y Py P, I 

(1) P P + 22 P + 
This definition must hold regardless of the value of 2, 22, P:, Ps, 
and I. The question is now whether we can say something more 
about these variables. 

There seems to be rather strong theoretical and empirical 
evidence that total consumers’ expenditures can be considered 
as a function of income, provided consumer expenditures and in- 
come are both deflated by an index of the cost of living. And, 
furthermore, this relationship seems to be approximately linear. 


Let the index of cost of living, P, be defined by 


(2a) P= eaiP; + e2P2, or, 

(2) 
= 


where ¢, and é2 are the (constant) weights of food and non-food 
respectively. Our statement about the behavior of total consumers’ 
expenditures thus means that we can write 


(3a) P + do 


where a; and ad» are certain constants, a; being the “marginal 
propensity to consume.” Combining this equation with the defini- 
tion (1), we obtain 


3 Y Y I 
(3) P ae P + ao + P 

The question now arises as to how the consumers divide their 
expenditures between food and non-food. If we make an assumption 
as to how much people will spend for food, this assumption, to- 
gether with (3a), implies an assumption as to the demand for 
non-food. Empirically, it has been found that the demand for food 
can be described fairly well by a linear function of the food price 
and the income when the latter two variables are deflated by an 
index of the cost of living. We are therefore led to the statement 
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that 


(4) 
n= 


We now have four equations between our variables, but there are, 
altogether, 7 variables, as described above. The remaining three 
“degrees of freedom”’ are essentially due to the fact that we have 
not yet said anything about the decisions to supply x: and z2 and 
the decisions that determine the investment expenditures J. In 
order to explain past observations of our variables we should have 
to study the nature of these decisions, their dependence upon 
prices, sales and perhaps other variables. Here we shall not do this. 
Instead we shall study the effects upon P,/P, P2/P, and Y/P of 
alternative direct decisions regarding the variables 2, 2, I. In other 
words, we shall attempt to answer questions of the following type: 
Suppose that the two producing sectors were in a position to de- 
cide autonomously upon the quantities 2; and 22 and the amount of 
investment expenditures J, while the consuming sector behaves 
according to (3a) and (4); how would changes in these decisions 
of the producing sectors affect real income, Y/P, and the prices 
P,/P and P:/P? These are questions to which one would like to 
have the answers if for example one were to consider introducing 
some new economic policy under which 2, 22, and I would in fact 
be subject to autonomous regulation. 

It is seen that the answer to such questions cannot be obtained by 
considering any one of our equations taken alone. We have to con- 
sider the equations as a system. The direct and obvious method 
would then be to solve our system of four equations (1), (2), (3), 
(4), expressing each of the variables, P,/P, P2/P, P and Y/P, in 
terms of 21, 22, and J. 

The solutions turn out to be fairly complicated expressions and 
we shall not take up space by giving all of them. But, as an ex- 
example, let us derive the solution for the price of food, Pi/P. By 
simple, but somewhat tedious algebra, the following expression is 
obtained: 

(5) e2(dobs + ait — — bere 
aybye2 + — 


Similar formulae could be derived for P:/P, Y/P and P. 
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What the formula (5) shows is this: Suppose the food producers 
were to change x; by a certain amount, the supply of x2 and the invest- 
ment expenditures I remaining constant. Then the effect of this change 
upon the real price of food, P:/P, would depend both upon the numer- 
ical values of the parameters ay, do, bi, be, bo, €1, €2 and upon the level 
of the variables x; and x2. In other words: The total effect, wpon price, 
of a change in quantity supplied is not given by any simple “elasticity 
of demand,” of the commodity in question, but depends—in a more 
complicated manner—upon the whole structure of the economy. 

There is a simpler and more elegant way of studying effects of 
this type. Let us first re-write our system (1)-(4) using the nota- 
tions 


Y 
pa 
Our system then reads: 
I 
(1’) Y = + + 
(2’) + eope = 1 
(3’) y= 
P 
(4’) bipt + bey + bo. 


Now let us consider the effect upon 7, p2, y and P of a change in 
x1, keeping x2 and I constant. This means that we are interested in 
calculating the partial derivatives 

Opi Ope oy 0 
O21 O21 O21 O21 


These derivatives are partial in the sense that x2 and J are kept 
constant. If we knew these partial derivatives we could, obviously, 
also calculate the corresponding elasticities (dp;/2;)(x:/p:) ete. 
The problem therefore is to obtain these partial derivatives from 
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the system (1’)—(4’). To solve this problem we differentiate each 
of the equations (1’)—(4’) with respect to 2, keeping 22 and I con- 
stant. This yields, after rearranging the terms, the following 4 
equations from which to determine the 4 unknown partial deriva- 
tives. 


oy Opi Op. I 
mm 
Opi Ope 
(6) 021 O21 
oy I oP 
P? 02x; 
oP 
O21 


This is a system of four linear equations in four unknowns, 
namely the four partial derivatives involved. The determinant of 
the coefficients is: 


I 
1 
0 0 

7 
(7) I 
(1 a1) 0 0 P2 
be by 0 0 


I 
[abies + (x1e2 — 


The solutions of (6) are obtained by ordinary methods of sol ving 
linear equations. The solutions, written as elasticities, read: 


Y aybie2 + (€2%1 — y 
@) — bepr) 
O21 Pi + — gn 
ao) 


| 


922 TrYGVE HAAVELMO 


(11) oP x1 — ai)(— biespr — + e122) 


O21 P I(aybye2 €122)b2) P 


In exactly the same manner one could derive partial derivatives, 
or elasticities, with respect to changes in 22 or I. (The determinant 
(7) remains the same, but the right-hand side of (6) will change.) 
If we knew the numerical values of the parameters involved in 
(8)-(11), we could calculate the derived elasticities. These elastic- 
ities will obviously depend also on the level of the variables in- 
volved. Certain approximate estimates of the parameters involved 
have been obtained from data for the United States 1922-41. The 
estimates of course depend upon the units of measurement of the 
various variables involved. Suppose we choose the units of meas- 
urement in such a way that the values of the price indices P;, P2, 
and P during the base period 1935-39 are all equal to 1 and such 
that the average value of real income y during this period is also 
equal to 1. It is thus found that the average values of 1, 22, and I 
during 1935-39 were approximately 


m1 = .25 
= .65 
I = .10. 


The weights e; and é¢: of the index of the cost of living should, 
roughly speaking, be proportional to 2; and 22,‘ that is 


100 
= .25 — 
90 
100 
= .65 — 
90 


In these units of measurement the following approximate estimates 
were found for ai, b; and bz 


3 The data used were: Per capita disposable income and per capita consumers’ 
expenditures (Department of Commerce data), Index of cost of living and index of 
retail food prices (Bureau of Labor Statistics series), and index of per capita food 
consumption (Bureau of Agricultural Economics). For details of calculations in- 
volved, see M. A. Girschick and T. Haavelmo: op. cit. pp. 99-109. 

4 The actual weights used in the BLS index of cost of living are slightly different 
because the weights of the BLS index refer to the lower income groups only. 
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7 
bi .06 
be = .07. 


Using these estimates we obtain the following values of the elas- 
ticities above, valid when the values of the variables involved are 
reasonably close to their values in the base period 1935-39: 


oy x 

(8’) 
re) x 

(9’) = 3.75 
Pi 
Ope 

(10’) — — = 1.45 
O21 P2 
oP 

(11’) — — = — 1.07. 
Ox P 


Stating our results in words, they read as follows: 

If investment expenditures, J, and the output of non-food con- 
sumer goods, 22, were to be maintained at constant levels, a 1% 
increase in the output of food would 

1) increase the real income of consumers by about .36%, 

2) decrease the real price of food by about 3.75% (which means 
that the real income derived from producing food would de- 
crease by about 2.75%), 

3) increase the real price of non-food consumer goods by about 
1.45%, and 

4) decrease the cost of living by about 1.10%. 

The reliability of these conclusions depends, of course, upon the 
accuracy of the statistical measurement of the parameters involved, 
their sampling errors etc., and much careful research is yet to be 
carried out to check the tentative estimates we have used above. 
But our preliminary results might perhaps serve as an illustration 
of the type of analysis that would be required in order to study the 
final, net effects of certain changes in the structure of the economy. 
To summarize, a study of this nature will usually involve the fol- 
lowing analytical steps: 
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1) A precise description and formal analysis of the new structure to be 
considered. 

2) A precise description of the prevailing structure in order to find out 
what parameters or properties of the prevailing structure will carry 
over into the new structure. 

3) Estimation of these parameters, or properties, common to the two 
structures, on the basis of observations resulting from the prevailing 
structure. 

4) The use of such estimates to predict results under the new structure 
before it is put into effect. 


Above we have dealt mainly with steps 1) and 4), assuming the 
results of 2) and 3) to be available from other studies. 


A NEGLECTED POINT IN THE TRAINING OF 
AGRICULTURAL ECONOMISTS 


Howarp E. Conxkuin* 


Cornell University 


CONOMIC theory is a normal part of training in agricultural 

economics. Some institutions require more theory than others 
but it is not omitted in any of the recognized schools. Since our 
title is half ““economic”’ and since formal economics is largely theo- 
retical, this requirement seems somehow justified. 

But how many students ever stumble upon the real justification? 
From personal experience and contacts with other students I am 
led to believe that theory is usually placed in one of three categories 
by prospective agricultural economists: It is considered at one 
extreme to be a necessary evil along with languages; or it is grouped 
with such “broadening” courses as history and government—valu- 
able but outside our immediate professional field; or it is viewed at 
the other extreme as the real touchstone of knowledge. The pro- 
portion in which student attitudes divide among these categories 
varies from place to place. In any case, however, any of the three 
types of attitude are evidence that the chasm between courses in 
agriculture and those in economics has been found too wide to 
span; in none of them is theory placed in a working relationship 
with our “practical” tools. Nor are courses commonly available 
from which it is possible to gain the perspective for visualizing such 
a working relationship. 

This paper is an attempt to explore some of the material and 
thinking that might form connective tissue between the theoretical 
and the practical. It deals principally with research methods be- 
cause it is in research that the need for a union between theoretical 
and practical approaches is most acute. In research both abstract 
thought and data accumulation and analysis must be used as 
every day tools of the trade. Much of the subject matter considered 
is historical. An understanding that will open a view to the future 
must be based upon a study of what we have inherited. 

Our methodological heritage is intermingled with conflicts con- 
cerning scope and ends, but the latter can form a separate chapter. 
The study of methods alone is sufficient background for grasping 


* I wish to thank Professors J. E. Morton, M. S. Kendrick, G. P. Adams, and 
H. DeGraff for inspiration and very helpful criticism. 
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the tangible contributions theory may make to systematic economic 
inquiry. Scope is not directly involved and it is sufficient to 
assume the end of economic inquiry to be the attainment of knowl- 
edge for its own sake as in the natural sciences. 

Economics originated as a deductive “‘science.”’ Seeking in the 
early stages of its development to teach what should be rather 
than to discover what is, it could not have been other than deduc- 
tive. In its deductive character it was consistent with the Greek 
belief that all knowledge is a derivative of “pure reason.” This 
belief, later implicit and concealed, guided its development for 
many centuries and much of today’s economic thinking reflects it. 
Economics began to lose its normative character, but not its de- 
ductive approach, at the hands of the Mercantilists and the Physio- 
crats and Adam Smith helped to draw that line more clearly. Al- 
though this contributing element was gradually removed, the 
traditional method remained largely intact. Smith was a keen 
observer of the events of his world but his methods of abstraction 
have been longest remembered. 

Inductive methods have come more slowly to economics than 
to most other branches of academic endeavor. Probably this is 
traceable to the impossibility of controlled experimentation, the 
multitude of factors operating in the economic world, the impor- 
tance of human elements too close for objective observation, and 
to the slow development of statistical devices suitable for controlled 
observation. Inductive methods were employed in a loose, qualita- 
tive fashion by the early economists, and the theoretical usefulness 
of such devices was considered in some of the first recorded dis- 
cussions of methods in economics.' But only in the past half cen- 
tury have empirical, inductive studies begun to make a material 
contribution in the field as a whole. Perhaps it is not surprising 
that confusion and conflict often have attended these attempts to 
break from the path of tradition. In many instances the attempts 
were made because of reactions against the older, entrenched ideas, 
and so they have tended to introduce a dualism into the field, with 
the theorists on the one hand and the empiricists on the other. 
Theorists have tried to maintain their position as superior to that 
of the “fact finders,” envying the latter, no doubt, for the rather 
large financial support they often receive. The “‘fact finders” often 


1 Rev. Thomas R. Malthus, Principles of Political Economy, Wells and Lilly, 
Boston, 1821. 
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have been eager to differentiate themselves from the theorists lest 
they fall into ways not sufficiently “‘productive” to sustain the in- 
terest bringing them their support. In this dualism “facts” have 
come to be viewed, on the one hand, as the sole and direct source 
of all knowledge and, on the other, as the anvil upon which thought 
derived “laws” are to be tested or even as only the models upon 
which these “laws” are to be tried in quest of a fit. A page from 
the book of methods in the physical sciences is appropriate at this 
point. 

It seems reasonably well settled that progress in the physical 
sciences is dependent upon the use of an hypothesizing-testing- 
hypothesizing sequence. This sequence involves both deduction 
and induction; deduction, to derive the implications of existing 
knowledge or assumptions in order to shape speculations that will 
guide further inquiry; induction, to distill the ‘summary and 
conclusions” from further inquiry. The essential nature of what has 
come to be scientific method in the physical sciences is well set 
forth in the following quotation from John Dewey:? 

“T begin with a summary statement of the conclusions to be 
reached regarding the distinctively inductive and deductive phases 
of inquiry, and their interrelation, or functional correspondence, 
with each other. (1) The inductive phase consists of the complex of 
experimental operations by which antecedently existing conditions 
are so modified that data are obtained which indicate and test 
proposed modes of solution. (2) Any suggested or indicated mode 
of solution must be formulated as a possibility. Such formulation 
constitutes an hypothesis. The if-then proposition which results 
must be developed in ordered relation to other propositions of like 
form (or in discourse), until related contents are obtained forming 
the special if-then proposition that directs experimental observations 
yielding new data. The criterion for the validity of such hypotheses 
is the capacity of the new data they produce to combine with 
earlier data (describing the problem) so that they institute a whole 
of unified significance. (3) The nature of the interrelation or func- 
tional correspondence of these two phases of inquiry directly 
follows. The propositions which formulate data must, to satisfy 
the conditions of inquiry, be such as to determine a problem in the 
form that indicates a possible solution, while the hypothesis in 


* John Dewey, Logic, The Theory of Inquiry, Henry Holt & Co., New York, 1938, 
p. 427. 
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which the latter is formulated must be such as operationally to 
provide the new data that fill out and order those previously ob- 
tained. There is a continued to-and-fro movement between the 
set of existential propositions about data and the non-existential 
propositions about related conceptions.’ 

The dualism in economics splits the hypothesizing from the test- 
ing and thus has prevented the construction of this stairway of 
alternate steps by which the physical sciences have progressed. The 
dualism is slowly breaking down from point to point, however, and 
belief is currently increasing that at least some of the methods of 
the physical sciences are useful in the social sciences as well. The 
activities of the National Bureau of Economic Research provide 
an example. Efforts like those that culminated in Henry Schultz’s 
“The Theory and Measurement of Demand” are others. Professor 
Schultz’s work represents an outstanding attempt to combine the 
processes of theoretical study and empirical observation. He 
started with the most advanced formulations of demand theory 
then current and developed them as guides to his selection of data 
and to the determination of the general form and direction of his 
analyses. He combined this use of theory with some of the most 
advanced techniques of statistical reasoning to arrive at conclu- 
sions about real processes in a real world. 

Until the recent past, however, recognized economics has been 
preponderantly deductive, and even in the present the great bulk 
of economic writing is the result of applying this technique. In the 
study of theory as part of a rounded preparation for research and 
teaching in agricultural economics it is important to understand 
how this branch of thinking has evolved and the nature of the 
position in which its devotees hold themselves. 

As a deductive study, economics has clung closely to certain 
types of formal logic. In this position it has occupied the place of a 
weaker brother, looking to this logic for ready made rules of thought 
by which to construct a superstructure from a limited set of premis- 
es; looking to it also for support of its claim to the position of a 

3 This quotation from Dewey should not be construed as indicating full agreement 


with his notions in respect to what constitutes scientific procedure in the social sci- 
ences. (Ibid. Chapter XXIV.) 


‘ A striking example of the use of this method is set forth by R. A. Fisher in an 
article entitled “The Rhesus Factor, A Study in Scientific Method,” in the January, 
1947 issue of the American Scientist. 

5 Henry Schultz, The Theory and Measurement of Demand, The University of 
Chicago Press, Chicago, IIl., 1938. 
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science. Logic, as the Greeks formulated it and as its main stream 
has run nearly to the present day, has been a willing brother. Its 
forms provided the illusion of ready made rules for the thought 
derivation of knowledge, and its own approach to the attainment 
of knowledge could be used as a justification by parallel for the 
claim of economics to scientific standing. 

J. E. Cairnes was among the first to write under the title of 
scope and method in economics. His dependence upon con- 
temporary thought in the field of logic is evident in his expressed 
belief that he had demonstrated the scientific standing of econom- 
ics as in no respect less certain than that of chemistry or physics 
by establishing the “fact” that it is based upon “unquestionable” 
elements as premises and that it employs “‘strict logical accuracy.’” 
Cairnes went even further to the novel conclusion that economics 
was especially privileged by being able to start from a point whose 
attainment required long and arduous effort in the physical sciences. 
He maintained that our intuitive knowledge of human nature was 
such that economics could start where physics stood after the 
discovery of the gravitational law and similar fundamentals.’ He 
maintained, moreover, that economic laws ‘“‘can neither be es- 
iablished nor refuted by an appeal to the records of such phenom- 
ena—that is to say, by statistical or documentary evidence bearing 
on the course of industrial or commercial affairs.’”* 

The attitudes and beliefs expressed by Cairnes can be traced 
through the writings of J. N. Keynes® to those of Lionel Robbins’® 
in the present day. They are also implicitly evident in the writings 
of other economists who never addressed themselves directly to 
the subject of methods. Robbins’ recent book reveals its heritage 
clearly. He considers that the masters who preceded him wrote the 
final chapter in the book of methodology. 

“Tt is the object of this Essay to arrive at conclusions which are 
based on the inspection of Economic Science as it actually exists. 
Its aim is not to discover how Economics should be pursued—that 
controversy, although we shall have occasion to refer to it en 


6 J. E. Cairnes, Political Economy: Its Character and Logical Method, Harper and 
Brothers, New York, 1875. 

7 Ibid., p. 87. 

Tbid., p. 110. 

* J. N. Keynes, Scope and Method of Political Economy, Macmillan and Company, 
Lodon, 1891. 

10 Lionel Robbins, An Essay on the Nature and Significance of Economic Science, 
Macmillan and Company, London, 1932. 
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passant, may be regarded as settled as between reasonable people— 
but rather what significance is to be attached to the results which 
it has already achieved." Professor Robbins does admit the pos- 
sible usefulness of empirical evidence for two purposes, but these 
only. 

“The first and the most obvious is the provision of a check on the 
applicability to given situations of different types of theoretical 
constructions.” 

“But, secondly, we may expect of realistic studies, not merely a 
knowledge of the appropriate application of particular theories, but 
also the exposure of areas where pure theory needs to be reformu- 
lated and extended.’’” 

These purposes clearly are not such as might effect any reciprocal 
modifications in the theories. They are carefully framed to be con- 
sistent with Robbins’ belief that theory represents inviolable laws 
revealed to those who have the capacity and willingness to think 
deeply. Theories are not to be tested against fact; they are merely 
to be tried on facts until those fit to fill the bill are found. In some 
instances, though, it may be worth while to file orders with the 
thinkers if important areas are found that have not been covered 
as yet. 

Robbins is unwilling to concede that “Quantitative Economics” 
has contributed a single iota directly to the field as a science, and 
pronounces the judgement that “... most of the investigations 
involved have been doomed to futility from the outset and might 
just as well never have been undertaken.” 

Keynes is the link in the classical lineage between Cairnes and 
Robbins, and is true to the general form of that school. His position 
on the methodological issue is indicated in his statement that 
“... it is held that on account of the variety and complexity of 
the influences to which economic phenomena are subject, the 
method of specific experienee or direct induction is inadequate to 
yield more than empirical generalizations of uncertain validity.’ 
Keynes is somewhat more tolerant than Robbins, however, of the 
idea that studies of fact can contribute to economic science. He 


says that “... according to the special department or aspect of 
[bid., p. 72. 
12 Tbid., pp. 106, 107. 
13 Tbid., p. 102. 


4 J. N. Keynes, op. cit., p. 14. 
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the science under investigation, the appropriate method may be 
either abstract or realistic, deductive or inductive, mathematical 
or statistical, hypothetical or historical.” Keynes’ position is less 
extreme, but he does not exhibit an understanding of the way these 
various kinds of activities are interrelated and interdependent in 
the scientific procedure of the physical sciences. He treats them on 
an either-or basis instead of pointing out their interdependencies. 

Economists from early times have looked with admiration and 
envy upon the physical sciences. The leadership of these sciences 
in human efforts to acquire knowledge has been generally recog- 
nized and economists have tried to emulate their fellow leaders. 
They have mistakenly believed that the form of the end product, 
rather than the processes by which that product is derived, is the 
basis upon which activities are to be classified as scientific or other- 
wise. Accordingly, they have focused attention upon deriving 
“laws” that could be set in parallel with those of physics and chem- 
istry. Because experiments were not possible in economics and 
because economists were too impatient to be occupied with the 
study of minutiae, they seized upon and perpetuated the deduc- 
tive approach to the derivation of these laws. There has been 
created through the years a massive testimonial to the efficacy of 
deduction as the sole source of economic knowledge and this has 
been done in such a way that Robbins’ recent statements are not 
so utterly incongruous in the economic context as they would be 
in the natural sciences. 

Thus economists’ efforts to emulate scientific leadership have 
lead them strangely enough down an unscientific byway. The 
products of economic “‘science”’ look scientific but the procedure 
that lies behind them has little in common with the hypothesizing- 
testing techniques of the recognized sciences. Hoping to become 
one thing, economics has actually become another. Operationally 
viewed, it has grown into a parallel with mathematics, a branch 
of formal logic, rather than into a field of scientific stature. Econo- 
mists have busied themselves with the task of developing the im- 
plications of selected assumptions, as have the mathematicians, 
without attempting to verify either the assumptions or the con- 
clusions. Physicists, meanwhile, have been using deduction as a 
guide to empirical study. Not in recent times have they appealed to 


Tbid., p. 30. 
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deduction as the final truth ab eztra. In their work, deduction and 
experimentation has gone hand-in-hand. Einstein’s theories, for 
example, rested firmly upon the empirically established content of 
physical science at the time they were advanced and since then 
have been subjected to far reaching tests." 

But theoretical economists have not felt bound to the slow pace 
of any experimental (or observational) procedure and so have felt 
free to attack a great range of problems. Their efforts remind one 
of the early alchemists who poured considerable effort into attempt- 
ing the transmutation of metals before one among them became 
“preoccupied with the irrelevant” and discovered the synthesis of 
urea. Urea probably smelled as bad then as it does now, but from 
this discovery grew many years of effort that has brought us 
finally to where transmutation of certain metals is an accomplished 
reality. Or economists might be compared to the early medics. No 
one can doubt that they were dealing with important issues—they 
were issues of life and death for thousands. But somehow those 
issues kept until thousands of man-years of work were put into 
painstaking studies of how the human body funciions and how 
pathogenic agents live and spread. Economists, feeling the im- 
mediate importance of their issues, were equally impatient and 
only today are beginning to settle down to mundane tasks like 
synthesizing urea and dissecting cadavers. 

Not even many concepts of economics have been designed so that 
they can function in studies of the economic forces that operate 
about us. Concepts are the common denominators of any science 
and progress in acquiring knowledge is closely related to the man- 
ner in which concepts are constructed. This is illustrated nowhere 
more clearly than in physics where recent progress awaited the 
conceptual reformulation contributed by Einstein. Economists have 
considered their efforts completed with the construction of in- 
ternally consistent deductive systems and therefore have shaped 
their concepts to fit such systems. Marshallian demand illustrates 
the nonoperational character of classical theory forms. In order that 
demand be a suitable element in an undeniably accurate piece of 
deductive reasoning it has been so defined that in the real world of 
change it is an instantaneous thing. Before empirical studies of 


16 P. W. Bridgman, The Logic of Modern Physics, Macmillan Company, New 
York, 1928. 
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demand could be made it was necessary to convert this transitory 
concept into an operational one.” 

T. W. Hutchison has given us an admirable critique of the meth- 
ods of classical economics in his Significance and Basic Postulates of 
Economic Theory.* Yet he actually has said little that had not 
already been said, much of it by men who in practice themselves 
used the classical methods. Malthus in his time recognized the 
weakness of theory without records of empirical observations. 
Smith before him, though not explicit, must have felt the same 
about the matter else he would not have so liberally illustrated 
his Wealth of Nations with accounts drawn from his observations. 
Mill, too, and Senior pointed out the pitfalls that may attend the 
“hypothetical treatment of the science,” and, of course, the his- 
torical school in Germany was in part a reaction against the classi- 
cal methods. Jevons and later Pareto and Edgeworth emphasized 
the need for inductive studies. Marshall and especially Pigou 
point out in their works of nearly pure theory that greater knowl- 
edge of economic facts is needed and Pigou makes a real effort to 
construct operational concepts for his measures of welfare. 

Thus not all of the classical economists have taken the extreme 
view expressed by Robbins. But while exhortations to inductive 
study are not hard to find, comparatively little has been done to 
spell out a basis for effectively contributing generalizable relation- 
ships through observational analyses. Many of the economists who 
in the abstract have written of the need for empirical study have 
confined themselves to deduction in their own undertakings. Few 
of those who made penetrating criticisms of the deductive ap- 
proach carry through to constructive criticisms of economic con- 
cepts, much less to suggestions of how concepts once made opera- 
tional can be employed in actual research. Though one may find 
Hutchison profitable reading he necessarily feels that the book is 
completed before the job is more than begun. If Hutchison had 
carried his work on through an examination of economic concepts in 
the manner Bridgman has done for physics,’® his contribution would 
be more than destructive. If then he had gone beyond the exami- 
nation of concepts to an analysis of the possible place of statistical 

17 Henry Schultz, op. cit. 

18T. W. Hutchison, The Significance and Basic Postulates of Economic Theory, 


Macmillan and Co., London, 1988. 
19 Bridgman, op. cit. 
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reasoning and other types of inductive techniques in economic 
research, his contribution might have been very substantial. 

Statistics is being slowly built today into social science research 
and there are those who believe that it holds possibilities compara- 
ble to the experimental method in the physical sciences.”° The in- 
ferential elements of statistical reasoning, the null hypothesis, tests 
of significance, and fiducial limits, as well as idiographic devices 
for analyzing data, are relatively new. Newer yet is some of the 
mechanical and electronic equipment that is capable of handling 
great volumes of mass data. It is hardly to be wondered that 
economists and others frequently expose their ignorance by re- 
ferring to statistics as the mere accumulation and arrangement 
of raw or nearly raw data. Nor is it surprising that few have specu- 
lated on how far statistics may make it possible to convert eco- 
nomics from exercises in formal logic to a truly scientific under- 
taking. Clearly, statistics as yet has substantial limitations. There 
are many phenomena that seem to have no repetitive pattern or 
at most short run stability. This may be because our phenomenal 
units are improperly chosen or it may be because sums of compo- 
nent patterns appear as though they were random values. Or, in- 
deed, it may be that we must await the discovery of tools beyond 
statistics before we can bring some phenomena within the scientific 
realm. Statistics is developing rapidly, however, and already opens 
many unexplored vistas into future possibilities. 

Inductive techniques are being built into the social sciences— 
where does this leave economic theory? Though the positions 
taken by some economic theorists seem extreme and reactionary, 
do they not have lessons to teach? The concepts of theory can be 
criticised as nonoperational, the hypotheses as often too far re- 
moved from reality to be practical and the conclusions as fre- 
quently no more relevant than the answers to hypothetical prob- 
lems in a calculus text. Is this so serious an indictment that we are 
justified in pushing theory overboard?” Wesley C. Mitchell 
answers: “Economic theory, I fervently hope, will not be neglected; 

20 Jevons has been quoted as saying: “I know not when we shall have a perfect 
system of statistics, but the want of it is the only insuperable obstacle in the way of 
making Economics an exact science.” See Henry L. Moore, “The Statistical Comple- 
ment of Pure Economics,” Quarterly Journal of Economics, November, 1908. 

*1 In places it would be heresy to ask this question, yet it seems no more extreme 


than Robbins’ view that empirical studies should be relegated to some level of lower 
life than the “‘science”’ of economics. 
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but more vigorous efforts will be made to test the assumptions on 
which reasoning proceeds, or the conclusions it reaches, or both, 
for conformity to the conditions we need to understand. Empirical 
workers in turn must have learned from recent experience that 
they cannot get significant results if they rely upon fuzzy con- 
cepts.” His belief seems firm that only through integration of 
theory and empirical research can “an economics worthy to be 
called a science” be created. There is an increasing number of 
economists who believe that economic theory can provide part of 
the starting point, if only that, from which a science of economics 
can be built. And they go beyond this belief and hold that induc- 
tion and deduction must proceed hand in hand, so closely inter- 
woven that to separate them would require picking but parts out 
of individual studics, individual books. Conceptual reformulation 
so badly needed for effective empirical research in many branches 
of economics is an example of a task in theory that cannot be done 
apart from the empirical researches themselves. 

This view of the place of theory in economic research is entirely 
consistent with the generally accepted principles of scientific re- 
search in the physical sciences. Economics’ peculiarity rests in 
the fact that it has a vast body of prepared theory with no roots 
in the real world. Much of it will be discarded in time, perhaps, and 
the kind of interwoven, evolving theory developed that serves the 
physical sciences so well. A remark by Albert Guerard, quoted by 
Joseph S. Davis serves well to remind us of the importance of 
grasping and developing theory as one of the cornerstones of 
scientific procedure: “Much of our research is but an arduous 
flight from the necessity of thinking.” 

This brief tour through the history of methods in economics un- 
covers much disagreement among men of standing. Although each 
in his own mind reaches conclusions on such a tour, one cannot 
fairly claim to write a conclusion for all. Yet it seems not out of 
place to set forth come points of the kind that might compose a 
working philosophy in agricultural economics. Some such philoso- 


*2 Wesley C. Mitchell, “Empirical Research and the Development of Economic 
Science,” Economic Research and the Development of Economic Science and Public 
Policy, Twenty-Fifth Anniversary Papers, National Bureau of Economic Research, 
New York, 1946, p. 10. 

3 Joseph S. Davis, ““Whither Now?,” Economic Research and the Development of 
Economic Science and Public Policy, Twenty-Fifth Anniversary Papers, National Bu- 
reau of Economic Research, New York, 1946, p. 174. 
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phy as the following is necessary if we, with our frequent bias for 
“fact-,” are to grasp theory as a tangible tool and use it as an 
operational one. If points such as these, along with the thinking 
that leads to them, could be put across to graduate students in this 
field the place of theory in a rounded program of training would be- 
come apparent. 

1. All economists should be familiar with formal economic theory 
and should have a general knowledge of the steps by which it has 
developed. Economists should gain this familiarity and knowledge 
for three principal reasons. First, any scientific endeavor requires 
the ability to carry out accurate deductive reasoning and the study 
of theory can develop this ability. Second, theory can suggest the 
kinds of hypotheses that will be useful in the study of economic 
phenomena. Third, the study of theory creates a realization of the 
importance of carefully framed concepts and indicates the manner 
in which they are constructed. (It does this though it be unable to 
supply ready made the operational kind of concepts needed in 
scientific inquiry.) 

2. Economic theory is not restricted to the formal kind pre- 
sented in text books and in established theory courses. Formal 
theory generally is more closely reasoned, more compactly in- 
tegrated and more readily accessible than theory in other forms 
but all except the barest data gathering projects involve ideas and 
reasoning processes. Theory encompasses all efforts to explore the 
implications of bodies of knowledge or of sets of assumptions and 
includes a wide variety of attempts to formulate concepts and 
hypotheses. 

3. Every research economist should be familiar with the business 
and production problems of the particular branch of economic 
enterprise he plans to study. This is one of the prime requisites for 
undertaking the inductive phases of research. 

4. For a similar reason, every research economist should master 
statistics sufficiently to make it a tool readily available to him and 
efficient in his hands. He need not be able to build the tool nor 
improve it but should be able to talk with men in the statistical 
tool production business. 

5. Every economist should recognize that we are well over a 
hundred years behind the physical and biological sciences and 
that we cannot catch up merely by producing something only 
superficially similar to the real thing. We must study many “un- 
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important” and “insignificant” things before we can even approach 
a scientific discussion of most topics treated so glibly by theorists 
today. 

6. A man trained in theory alone may be a great teacher and 
a great thinker. In this he may make a most valuable contribution. 
Generally, however, he will be ill qualified to derive warranted 
assertions about real economic processes. He may also defeat the 
good he accomplishes as a teacher and thinker by concerted efforts 
to perpetuate the testimonial wall around the pedestal upon which 
theorists have been inclined to place themselves. 

7. A man without training in theory is likely to frame his con- 
cepts loosely and may fail to recognize that carefully constructed 
hypotheses are important as guides to the collection and analysis 
of data. There are “facts” without number in the economic world. 
Vast effort can be poured into fact accumulation without obtaining 
the kind of data that will lead to conclusions with sound inferential 
value. 


INHERITANCE OF FARM PROPERTY 


W. L. Grsson, Jr. anp J. WALRATH 
Virginia Polytechnic Institute and Bureau of Agricultural Economics 


HE continuity of ownership and operation of farms in the 

United States is broken at least once each generation by 
the natural processes of life and death. This transfer of property 
rights forms a strategic point in land tenure at which problems, 
confusion, and uncertainties in agriculture frequently arise. In 
general, these disorders stem from the destruction of the essential 
unity of the farm as a going concern to permit equal inheritance. 
It requires many years to build a farm to a highly productive and 
efficient business. This is especially true where emphasis is placed 
upon the improvement of livestock or poultry through breeding 
and where the restoration of the fertility of the soil is necessary. 
The biological nature of farm production, the attainment of know- 
ledge and experience of farming practices, and the usual gradual 
accumulation of the necessary capital investment are factors in this 
time requirement. It is not unusual, in fact it is more often the case, 
to find that an individual farmer has spent the greater part of his 
life in attaining the ownership of a productive and efficient farm. 
Yet, unless proper steps are taken, the benefits of his achievements 
may be destroyed at his death through the dispersal of his estate 
among his heirs. The result is the placement of a definite limit upon 
the productive powers of agriculture, as each generation has to 
begin anew the process of building a going concern in farming. 


I 


The framers of democracy in this country believed that full 
and unrestricted ownership of land was essential to freedom of in- 
dividual opportunity, dependent upon ability and initiative rather 
than upon birth and land-tenure status. Thus, the famous Ordi- 
nance of 1787 banned entail and primogeniture in the Northwest 
Territory, and soon afterwards the older colonies, one after another, 
abolished feudal land-tenure practices. These laws to a large extent 
assured that our land system would not be feudal, and they deeply 
ingrained in our culture the concept of equality in inheritance, i.e., 
equal division among heirs in the settlement of estates. Property 
rights in land are held in the largest possible estate—the “fee 
simple,” under which the landowner is permitted to pass his prop- 
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erty to his heirs largely as he sees fit. This freedom of devise is 
subject only to the minor restrictions of dower rights! of the sur- 
viving wife and the limitation of entailing the estate beyond the 
life of a living person or persons plus twenty-one years. The instru- 
ment known as a will is the means through which the landowner can 
express his desires before death, and in the absence of a will, the 
laws of the several states determine the manner in which the prop- 
erty is to be divided. Based on the concept of equality in inheri- 
tance, the various state statutes, while varying in some respects, 
provide for an equal distribution of property among heirs. These 
statutes, in turn, have had a marked influence on the manner in 
which property is transferred by will. 

The establishment of fee-simple ownership of land in the United 
States represented a complete break from the feudal system. In 
this respect it assumed the nature of an experiment. Doctor L. C. 
Gray, writing on the success of this experiment, has the following 
to say 2 

The inheritance laws have thus helped to prevent the development of a 
landed aristocracy dependent upon the soil. This influence, coupled with 
the predominance of other means of investment in an industrial society, 
has served to prevent the ownership of land in the United States from be- 
coming a prerequisite for entrance into certain social strata or into politics, 
as was long the case in many older countries. 

The absence of numerous large landed estates has had a beneficial in- 


fluence in the development of a well-balanced agriculture, particularly in 
the maintenance of the American ideal—the family-sized farm. 


Continuing his discussion, Doctor Gray points out the experience 
in England where inheritance laws in the past tended to perpetuate 
large estates, and in France where inheritance laws have fostered 
excessive subdivision of real property. He then concludes, “The 
American inheritance laws have tended to establish a medium 
between these two (English and French) extremes. Neither the 
restricted aggregate production and potentially bad social condi- 
tions of the large landed estates nor the inefficiency and insuffi- 
ciency of the small peasant holding are favored by our systems of 
inheritance.” 

This “medium” in our inheritance laws fosters the American 
ideal of freedom of individual opportunity dependent upon ability 

' Curtesy rights exist in some states. 


* L. C. Gray, et al., “The Causes: Traditional Attitudes and Institutions,” U. S. 
Dept. Agr. Yearbook, Soils and Men, 1983, p. 116. 
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and initiative. Yet our inheritance laws have not been entirely free 
from undesirable effects. Fortunately, the destruction of the former 
does not appear necessary for the correction of the latter. The im- 
perfections lie in the succession practices which have been used and 
these practices can be modified within the framework of the in- 
heritance laws. Better practices, not a change in principle, is the 
needed approach to land inheritance problems. 


Il 


Little research in the United States has been directed specifically 
toward an analysis of land inheritance problems. Most of the in- 
vestigations in which inheritance has received consideration deal 
largely with how farmers acquire ownership of farms or with broad- 
er phases of the farm-tenure process. In both cases, the considera- 
tion given inheritance has been confined to the amount of land or 
the number of farms in a certain region which was acquired wholly 
or in part through inheritance. A search of 15 bulletins and articles 
(table 2) revealed that only two were directed specifically toward 
inheritance one of which was on the Migration of Agricultural 
Wealth by Inheritance.* However, several additional articles should 
be specifically mentioned. The article by L. C. Gray et al. pre- 
viously cited is an excellent discussion of the system of inheritance, 
and it presents a good summary of some of the more important 
ways in which the passing of farm property through inheritance 
contributes to agricultural problems. 

In 1927, Professor George S. Wehrwein gave a summary of data 
available, and specifically pointed out that inheritance, except in 
cases of only one heir, usually “means recapitalization of the farm 
in whole or in part.’ Professor H. W. Hannah has presented a 
discussion on the various ways farm property may be held, and he 
suggests methods of insuring the most economic disposition of the 
property in case of death. In addition, some studies have been 
made of special arrangements, known as “bonds of maintanence,” 


3’ Mimeograph Bulletin No. 65, Department of Rural Economics, Ohio State 
University and Ohio Agricultural Experiment Station, 1933. 

For further information on the migration of agricultural wealth by inheritance see: 
F. R. Yoder, and A. A. Smick, Migration of Farm Population and Flow of Farm 
Wealth, Wasbington Agricultural Experiment Station Bulletin No. 315, 1935. 

4 George S. Wehrwein, “The Problem of Inheritance in American Land Tenure,” 
JOURNAL OF Farm Economics, Vol. IX, No. 2, April, 1927. 

5H. W. Hannah, “Family Interest in the Ownership of Farm Land,” JourRNAL 
or Farm Economics, Vol. XXIII, No. 4, November, 1941. 
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which are used in transferring the title to farm land, and some writ- 
ers have mentioned the “Bohemian contracts.’ 

Inheritance may assist a farmer in acquiring an estate in the land 
he farms in a number of ways. 

1. He may inherit a farm in its entirety, as in cases where there 
is only one heir. (The farm may or may not be fully equipped and 
stocked.) 

2. He may inherit a farm in part and purchase the shares of the 
other heirs. (He may rent rather than purchase these shares, in 
which the case the farm is often operated as an estate. Specific 
rental may or may not be stipulated.) 

3. A life interest in a farm may be inherited. (This is generally 
the case where a man leaves his farm to his surviving wife and at 
her death to their children.) 

4. Where a farm is subdivided among several heirs he may be 
assigned a small tract as his inheritance and may either purchase 
or rent additional land. (In some cases he may offset the small size 
by combining his farming activities with non-agricultural employ- 
ment—part-time farming.) 

5. He may inherit money or other forms of personal property 
with which he purchases a farm in its entirety, or makes a down- 
payment. (In some cases where land is already owned he may add 
additional land to his unit.) 

6. He may receive, as an advancement on an estate, financial 
assistance in obtaining land. 

7. He may purchase a farm from his parents or other near rela- 
tives under exceptionally favorable financial conditions. 

8. He may take over the home farm before the death of his 
parents by giving the parents an annuity in the form of an agree- 
ment to support them for the rest of their lives according to their 
station in life. 

The extent to which inheritance has played a part in the acquir- 
ing of farm land in the United States by each of these eight ways is 
not known. Even though the various studies do not include data 
on each or all of the different ways, the data do illustrate the im- 


6 C. F. Wehrwein, “Bonds of Maintenance as Aids in Acquiring Farm Owner- 
ship,” The Journal of Land and Public Utility Economics, Vol. 8, No. 4, November, 
1932. 

K. H. Parsons, and E. O. Waples, Keeping the Farm in the Family, Wisconsin 
Agricultural Experiment Station Research Bulletin, No. 157, 1945. 

J. O. Rankin, Landlords of Nebraska Farms, Nebraska Agricultural Experiment 
Station Bulletin No. 202, 1924. 
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portance of inheritance in the tenure process. The United States 
Department of Agriculture has made estimates of the number of 
farms that changed ownership by various methods during the 
period 1942-46.’ During this five-year period the ownership of 
5.12 farms per 1,000 farms in the United States changed through 
inheritance or gift and an additional 8.70 farms through adminis- 
trators’ and executors’ sales (table 1). In relation to all changes in 
ownership, inheritance and estate sales accounted for one in each 
five transfers. Inheritance was apparently of greater importance in 
the older regions of the United States and of lesser importance in 
the Mountain and Pacific states. 

Similar estimates made for 1920-26 indicate that some 12 percent 
of the changes during that time were through inheritance and gift.® 
Apparently, inheritance plays a relatively smali part in the total 
transfer of farm property. On the other hand, its importance in 
transferring farm property from one generation to the next is 
greater than the figures indicate (table 2). 

The importance of inheritance in farm realty is also indicated by 
data from farm tenure studies, especially those investigations on 
the concept of the agricultural ladder.® Dr. W. J. Spillman, in 1919, 
reported on his studies of how farm ownership was acquired in 
five mid-western states. Of the 2,112 farm operators included in the 
studies, 24 percent obtained their first farm land through inheri- 
tance. In contrast, in 1920, a similar study in Kansas showed only 
11 percent of the farm operators had acquired their first farm land 
by this method, and in 1928, Hibbard pointed out that only 12.5 
percent of the farmers in Wisconsin had inherited their farms. 
However, Hibbard states, “Inheritance plays a much bigger role 
than is indicated by the small percentage of farms acquired wholly 
by this method... . Inheritances are usually in smaller amounts 
than whole farms, and still oftener in the form of money than land.” 
This point is substantiated by later studies. In 1931, a study of the 
agricultural ladder in Ohio showed that 29 percent of the farm 
operators acquired all of their land and an additional 10 percent 

7M. M. Regan, and A. R. Johnson, The Farm Real Estate Situation, 1945-46, 
United States Department of Agriculture Circular No. 754, December, 1946. 

8 E. H. Wiecking, The Farm Real Estate Situation, 1926, United States Depart- 
ment of Agriculture Department Circular No. $77, February, 1927. 

® For reference to these studies see the footnotes to table 2. 

10 B. H. Hibbard, and G. A. Peterson, How Wisconsin Farmers Become Farm 


Owners, Wisconsin Agricultural Experiment Station Bulletin No. 402, August, 1928, 
p. 15. 
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obtained a part of their land through inheritance. Likewise, a study 
in Delaware revealed similar results except the percentage of those 
who acquired their farm land wholly by inheritance was smaller and 
those in part much larger. 

Several studies have reported interesting data on the importance 
of inheritance in the acquiring of farms by landlords. Nebraska 
reported in 1924 that 20 percent of the landlords had acquired 
their land through inheritance. This study and another made in 
Nebraska two years later set forth an interesting comparison be- 


TaBLE 1. EstrmateD NuMBER oF Farms CHANGING OWNERSHIP BY INHERITANCE 
AND Estate SALES PER 1,000 or ALL Farms, By GEOGRAPHIC 
Divisions, AVERAGE FoR 5-YEAR 1942-46! 


Administrators’ All methods of 
and executors’ changing 
sales? ownership 


Inheritance 


Geographic division and gift 


New England 
Middle Atlantic 
East North Central 
West North Central 
South Atlantic 

East South Central 
West South Central 
Mountain 


Pacific 


6.12 53.68 
9.30 64.34 
11.08 71.88 
10.18 80.38 
8.78 60.74 
7.42 71.36 
6.32 69 .08 
6.28 67 .98 
6.50 75 .86 


9 
6 
7 
4 
7 
7 
0 
€ 


oo 
wane 


6. 
5. 
4. 
4. 
6. 
4. 
5. 
3. 
4. 
5. 


United States 


8.70 70.28 


1M. M. Regan, and A. R. Johnson, The Farm Real Estate Situation, 1945-46, 
United States Department of Agriculture Circular No. 754, December, 1946. 
2 Includes all other sales in settlement of estates. 


tween landlords and owner-operators, the latter reporting 23.9 
percent as compared to 20 percent in the former. H. H. Turner in 
his study for the United States as a whole found that 27 percent of 
the landlords inherited a part of their land, and 11 percent inherited 
all the farm land they owned. Similar results were found for land- 
lords in a study on Delaware, except here the percentage acquiring 
their farms wholly through inheritance was greater. 

A number of other interesting relationships is found in these 
studies. Professor E. D. Tetreau, in his study of Ohio farmers, 
points out that inheritance “Is of far more importance in the low- 
tenancy (Union) than in the high-tenancy county (Madison). In 
the former, 43 percent of the owners were aided by some form 
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of inheritance, in the latter, only 34 percent.” The authors of a 
study in South Carolina noted, “There is evidence to indicate that 
the percentage of men who inherit farm land is less now (1928) than 
it was in the past; higher land values, increased population and 
smaller farms are some causes of this.’’? Several other studies have 
also reported a decline in the importance of inheritance. On the 
relation of owner-operators to previous owners and of tenants to 
landlords, a study of farm tenancy in central Illinois has the fol- 
lowing to say. “Nearly two-thirds of the owner-operators were sons 
or sons-in-law of previous owners. Less than one-fourth of the 
tenants were sons or sons-in-law of their landlords, while nearly 
one-third of the farms classed as tenant farms were owned by 
fathers, mothers, or other near relatives of the tenant or his wife.” 

11 “The ‘Agricultural Ladder’ in the Careers of 610 Ohio Farmers,” The Journal 
of Land and Public Utility Economics, Vol. VII, No. 3, August, 1931, p. 239. 


12 W. C. Jensen, and B. A. Russell, Studies in Farm Land Prices and Ownership, 
South Carolina Agricultural Experiment Station Bulletin No. 247, March, 1928, p. 


3G. W. Kuhlman, “A Study of Tenancy in Central Illinois,” The Journal of 
Land and Public Utility Economics, Vol. III, No. 3, August, 1927, p. 294. 


(Explanation to notes for table 2 on facing page) 

* Plantations. 

' Includes “gifts.” 

* W. J. Spillman, “The Agricultural Ladder,” American Economic Review, Sup- 
plement, March, 1919. 

3 Director's Report, 1918-19, Kansas Agricultura] Experiment Station, 1920, p. 
11. 

4L. P. Jefferson, “A Study of Farm Ownership in Massachusetts,” Journal of 
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A study made in Tennessee warrants special mention.“ Rather 
than confining attention to the ownership of farm land, the acqui- 
sition of wealth through inheritance was shown to be a factor in the 
advancement of tenure status. Forty-eight percent of the wage 
workers who received an inheritance became tenants and 47 percent 
became owners. Only 3.1 percent of the wage workers had no change 
in status with receipt of their inheritance. Likewise, 72 percent of 
the tenants became owners and 70 percent of the owners purchased 
additional land at the time of their inheritance.* The amount of 
inheritance in terms of dollars varied widely and was significant in 
determining the extent of change in land tenure status. “Those who 
received more than $4,000 inheritance were either owners at the 
time of inheriting or became owners upon inheriting, except two 
farmers who had not yet found desirable farms to purchase, but 
who expected to purchase.’’!* However, the time of inheritance was 
also of great importance. “Sometimes a small amount, at a critical 
time in the farmer’s career, may have more significance than a 
larger amount would have at another time.””!” 


III 


The laws of inheritance permit wide discretion on the part of 
property owners in the way they may dispose of their properties by 
will. The practices used depend upon the judgment of the testator 
and the degree of responsibility he assumes.'* Therefore, the ap- 
proach to the solution of farm land inheritance problems lies in the 
education of property owners as to the functions of farm succession 
and in providing them with a better knowledge of the ways certain 
practices operate in violation of these functions. 

The functions of inheritance are: 


4 C, E. Allred and E. E. Briner, Inheritance as a Factor in the Progress of Ten- 
nessee Farmers, Rural Research Series Monograph No. 88, Tennessee Agricultural 
Experiment Station, 1938. 

18 Ibid., Table XIII, p. 16. 

16 Tbid., p. 13. 

7 Tbid., p. 1. 

18 It might be assumed that intestate cases are also a part of the judgment of the 
property owners; that is, in their judgment the methods provided by the state laws 
for intestacy are adequate for their individual situations. It is possible to question 
the soundness of that judgment. Recent work in Virginia has brought out the fact 
that few farm owners whodo not have a will know how the laws of descent will oper- 
ate in their particular cases. They might judge that the law is adequate for their 
—* but their judgment in many cases is based upon a misunderstanding of 
the law. 
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1. To provide for the security of the surviving wife or husband 
until her or his death. 


2. To provide for equitable treatment of the children or other 
heirs. 

3. To transfer ownership with a minimum of friction, confusion, 
and uncertainty in the process. 

4. To provide an ownership pattern which does not result in the 
exploitation of the farm resources and inefficient use of the land. 

The first two of the named functions are of primary importance. 
This is confirmed by the state laws of descent where dower and 
curtesy rights are one of the few limitations placed upon inheri- 
tance, and are but an expression of the thought of our lawmakers as 
to the importance of security for the surviving spouse in the in- 
heritance process. Also, most wills and other farm-transfer arrange- 
ments provide for the security of the surviving spouse in some man- 
ner. The importance of the second function is also sanctioned by 
the laws of descent, in that they provide for equal division among 
children in intestate cases. However, the belief that equal division 
necessarily means equitable treatment must be guarded against. 

Imperfections in the succession practices used by farmers are 
known to create problems which hinder the achievement of the 
purposes of inheritance as stated above. 

First, the philosophy of distributing the property equally among 
the several heirs frequently results in a complete disintegration of 
the farm as a going concern. Where the land is actually divided, of- 
ten the effect is to create several units too small for efficient use of 
resources or for full employment of the operator’s labor. There is 
little doubt that the small farm problem in many parts of the 
United States has developed in part from equal subdivision among 
heirs in both testate and intestate inheritance. 

Classic examples can be found upon a casual examination of the 
deed and will books of any county. This problem has been particu- 
larly prevalent in areas like the southern Appalachian highlands, 
where a high degree of economic isolation exists and where non- 
farm employment opportunities for the children are limited. Nor is 
it absent from our better farming regions. Professor Kuhlman, in 
a study of farm tenancy in central Illinois, says, ““Many of these 
farms have been divided for purposes of inheritance until the indi- 
vidual holdings are not economic units.’ Doctor Gray has pointed 


19 G. W. Kuhlman, op. cit., page 294. 
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out the examples in Utah and eastern Idaho where “The land has 
been subdivided among the several heirs in such manner that there 
has developed in two generations a scattered small-field system 
somewhat comparable to that of Europe in the Middle Ages. This 
has come about largely as a consequence of the desire to distribute 
good and poor land equally among the heirs even though the hold- 
ings consist of six or eight parcels each separated by a mile or 
more.””?° 

Studies made in New Mexico have shown that this equal subdivi- 
sion among heirs has resulted in long narrow boundaries which are 
costly to fence and inefficient to operate. In other regions, many 
odd-shaped farms have been created by men appointed to divide 
estates. Cases are known to exist where efforts to reconsolidate the 
original units has proved costly in time, labor, and capital. 

The influence of the small farms upon soil conservation is of 
particular importance. Where the farm is small, the size of the 
acreage places a definite limitation upon the selection of crop land, 
and in many cases land unsuited for cropping has been brought 
into cultivation. This is especially important in the intensive one- 
crop areas, where soil conservation requires a shift to alternative 
enterprises, usually general or livestock farming. The small farms 
have proved a definite handicap in making the shift. 

In many instances where farms are subdivided among several 
heirs, each share does not become an individual farm unit, as 
frequently one heir, usually a son, buys the shares of the other 
heirs. In these cases the farm land remains intact, but the buyer 
may be in a poor bargaining position with regard to the purchase 
price, due to sentimental attachments to the home place, disagree- 
ment among members of the family, or because the death occurred 
during a period of inflated prices of farm land. Where this occurs 
the intention of the testator to divide his estate equally among his 
heirs is violated. Furthermore, abnormally heavy mortgages may 
result from the endeavor to obtain funds needed to purchase the 
shares of the other heirs. This often leads to exploitative farming 
and a relatively low standard of living in order to meet the interest 
and principal payments. 

It has been pointed out that equality rather than equitability 
guides our laws of descent. They are designed to meet the average 


20 L. C. Gray, et al., op. cit., p. 117. 
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condition, and where individual situations vary from the average, 
the farm: owner has full freedom to make adjustments through a 
will or other farm transfer arrangements. Frequently, one child 
has remained at home and has contributed materially to the main- 
tenance of the farm during the declining years of his parents. In 
this way he also contributes to the welfare of the parents during 
their old age. Thus, equal division among heirs provides no com- 
pensation for these contributions, and it becomes necessary for the 
parents to stipulate in writing a more equitable division. With the 
increase of father-and-son partnerships in farming this particular 
situation attains great importance. Otherwise, the son who has 
remained on the farm and who had often spent time, labor, and 
capital toward building a high-producing herd of livestock and 
toward improving the farm land and buildings, will find his interest 
in the business unprotected at the death of his father. 

Second, the time required in the settlement of estates creates a 
period during which the maintenance of the land and buildings and 
the proper utilization of the land are difficult to achieve. Often one 
or two years are required before court procedure permits the com- 
pletion of a settlement, and cases are known in which a much 
longer period is required if minor heirs are involved. Under these 
circumstances, one of the heirs may take over the management of 
the farm, or if this is not possible, the farm may be rented to a 
tenant. In either case, the period of settlement may have adverse 
influences upon land use and farm management practices. Both the 
heir and the tenant are aware that their relationship to the farm 
will be significantly changed at the final settiement of the estate, 
and too often in such instances, there is an attitude of “drifting 
along” until the more permanent relationship is known. 

Third, inheritance practices frequently give rise to a number of 
farm tenancy problems. Life estates devised to widows usually 
result in some form of tenancy under short-term leases during 
which time the maintenance of land and buildings is neglected. 
“A study of inheritance in three Iowa counties during a 10-year 
period indicates that approximately one-third of the testators 
bequeathed life estates in their acreages. The recipients of these 
life estates averaged 65 years of age. Since they often have little 
or no interest in the property except as a means of income during 
their lifetime, and since their average age is so advanced, the system 
of tenancy arising under such circumstances is often particularly 
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bad.” Under other conditions life estates frequently result in 
exploitation of the land when the recipient endeavors to obtain the 
largest possible cash income during the life interest. 

Farms passing under intestate inheritance, especially where 
minor heirs are involved, often result in tenant operation under 
very unstable conditions. Where court procedures are involved 
the degree of instability may be greatly increased. Inheritance may 
create tenancy when farms are devised to heirs who are not inter- 
ested in farming. Under these cases, the devisee may elect to keep 
the farm as an investment or he may simply want to keep the home 
place in the family name. In a study made in Delaware, “about 
two-fifths of the farms owned by landlords in the areas studied were 
inherited outright, and inheritance played a part in the ownership 
of over one-half of them.” Insofar as inheritance transfers farm 
land to landlords, it makes the attainment of ownership by farmers 
more difficult. This condition has an accumulative effect as the 
probability of the children of a landlord being interested in farming 
as a source of employment is less than with children of farm oper- 
ators. On the other hand, there is the probability that an owner- 
operator might acquire the land in the settlement of the landlord’s 
estate, particularly if two or more heirs are involved. 

Fourth, there is a tendency for inheritance to transfer wealth 
from rural to urban ownership and from rural to urban communi- 
ties. This drain upon rural wealth is a result of the large net migra- 
tion of farm youth to the cities. Whenever one heir remains on the 
farm and buys the shares of the other heirs who have moved to the 
city, wealth moves from an agricultural region to an urban com- 
munity. Analysis of 406 farm estates in Franklin and Madison 
Counties, Ohio, 1919-32, showed that approximately 20 percent of 
the total net valuation of the estates passed to heirs who lived in 
cities.28 It is doubtful that the inheritance of urban wealth by rural 
heirs is sufficient to offset this flow of wealth. However, this wealth 
migration is not peculiar to our inheritance system as it takes place 
when farms are sold and the farmer moves to town, or, as is often 
the case, when he retires to town on his capital accumulation. 


C. Gray, et al., op. cit., page 118. 

22 R. O. Bausman, Farm Tenancy in Delaware, Delaware Agricultural Experi- 
ment Station Bulletin No. 178, 1932, p. 62. 

% E. D. Tetreau, Migration of Agricultural Wealth by Inheritance, Mimeograph 
Bulletin No. 65, Department of Rural Economics, Ohio State University and Ohio 
Agricultural Experiment Station, 1933. 
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IV 


The best methods of inheritance and transfer of farm property 
from one generation to the next are not known. Some ways have 
been mentioned in which inheritance practices have contributed 
materially to land problems. Yet their full effect is still unknown. 
More knowledge is needed as to the extent of land transferred 
through inheritance, the amount of land held in life estates, un- 
divided estates and unsettled estates, the manner of the uncer- 
tainties and confusion which arise from the inheritance process, the 
instability created in the land tenure system, the destruction of the 
farm as a going concern, and the effect upon conservation of land 
resources. It is known that in some families the transfer of family 
property is handled more effectively than in others. A good ap- 
proach would be to study the practices used by these families in 
comparison to those used by other families where problems have 
arisen. With the knowledge that can be gained as to what consti- 
tutes successful and unsuccessful practices, we shall be better 
equipped to advise farmers regarding the distribution of their prop- 
erty to their heirs. 


NOTES 
WHY FARMERS DISTRUST LABOR UNIONS 


UR producer economy is today engaged in an attempt to 

solve its most fundamental problem. The problem: How to 
reconcile the opposed interests of the various producer groups. If 
the problem is not solved, the economy bids fair to perish from 
internecine warfare if not from attacks from without. 

Whether or not the reconciliation of interests can be achieved 
without de-emphasizing producer interests is for the moment im- 
material. Enough only to say that the effort is laudable, and if made 
intelligently can have nothing less than some degree of beneficial 
result. 

One field in which the conflict of opposing interests—real or 
fancied—is most bitter is the field relationships between farmer and 
urban laborer. Because these two groups are separated by the 
distributors of their respective products, they have little oppor- 
tunity to meet and talk over their differences; and to discover that 
their differences are not so real and clear-cut as they appear from 
a distance. Rural-urban conferences are becoming more popular in 
their efforts to educate workers, farmers, and professional people 
to better understanding of the problems, aims and methods of their 
producer opposites. But they are sorely limited in coverage as yet; 
They reach all too few of those concerned. 

Educators in the field of agriculture are increasingly aware of 
the necessity for some understanding of the problems of urban 
laborers by farmers and farm leaders. The objective of this article 
is to attempt an explanation—not a solution—of some of the be- 
liefs current among many farmers and farm leaders regarding 
laborers, and especially labor unions. While it is manifestly im- 
possible to present a conclusive analysis in so short a paper, it is 
hoped that a few basic factors may be mentioned which will throw 
some light on the development of the present-day farmer attitude 
towards urban laborers. 

Although farmer animosity toward labor unions fluctuates in 
intensity—reaching peaks in periods such as the early 20’s, the 
mid 30’s, and today, the fundamental causes remain at all times. 
They are the factors which must be brought to light and examined. 
A list of all these factors would be long. But inasmuch as many of 
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them are outgrowths of other causes they may be omitted as 
secondary. Primarily, the basic factors can be given as follows: 

The farmer’s deep-rooted belief in the institution of private 
property. 

The influx of immigrants from the south of Europe during the 
late 1800’s and early 1900’s. 

The continuing union drive for a shorter work week. 

Strikes, radical labor leaders, and bad publicity. 

It is not the intention of this paper either to condone or con- 
demn. A discussion of the factors listed, their growth and their 
results and interpretations is the sole purpose. 

First, and probably most basic of all forces involved in farmer 
attitudes towards urban laborers is the farmer’s belief in private 
property. Tenant farmers are no exception to this. Even though 
some of them may actually prefer tenancy to the risks of owner- 
ship, they nonetheless will defend to the hilt their right to private 
property. 

Do urban laborers oppose the institution of private property? 
Emphatically no! Then why or how can it be a factor? The answer 
to that involves a brief historical review including an interesting 
sidelight on how propaganda, together with apparently opposing 
interests, can misdirect the thinking of individuals and groups. 
““Misdirect” is used here in the sense of directing individuals or 
groups to believe things which are not true of certain other indi- 
viduals or groups. 

The opportunity to obtain free land and to acquire private 
property was probably the most important factor in retarding the 
growth of unionism in the United States during the 1800’s.’ It was 
only after the Pacific Ocean was reached and the lands between 
it and the Mississippi were settled that the unions began to have 
strong popular appeal. Millis and Montgomery list this as a 
dominant factor in the relative lack of class consciousness on the 
part of the American worker until that time.? 

As free land became more scarce, as large industrial corporations 
developed, the difficulties in entering the entrepreneurial class 
rapidly increased. The American worker gradually and reluctantly 
accepted the fact that he would remain a hired worker all his life. 


, 1 Millis and Montgomery, Organized Labor, McGraw-Hill Book Co., New York, 
945, p. 13. 


2 Op. cit. 
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He began to develop a more acute class consciousness—aided by 
intellectuals in the labor movement. 

This does not mean that the American workman was losing his 
belief in private property. Far from it; the traditional dream of the 
urban laborer—to earn some money, acquire a bank account, and 
then retire to a little chicken farm is active proof of this fact. The 
laborer may have been forced to abandon his desire and hope of 
becoming a farmer during his producing life, but he could and did 
maintain his dream of a bucolic old age. 

Further evidence of the desire of the American worker to rise 
out of his class was his fanatic espousal of producer cooperatives, 
of land reforms, the Free Silver movement, Henry George’s single 
tax plan, and the ideological, reformist Knights of Labor. For these 
movements, if they did not offer free land to every man at least 
promised more equitable distribution of property and the means of 
production. 

What has been termed “the paradox of farmer-laborer relations” 
is the historical fact of farmer-laborer agreement on political issues 
simultaneously with opposition on economic grounds. 

Farmers allied themselves with labor groups in backing many of 
the land reform schemes, taxation and monetary programs of the 
19th century. They agreed largely in their approval of Theodore 
Roosevelt’s trustbusting, with Woodrow Wilson’s New Freedoms, 
with the progressive income tax, with the Federal Reserve program, 
even with much of the New Deal philosophy. 

But any fraternity that farmers as a group felt for labor unions 
was greatly dispersed with the decadence in the 1890’s of the 
Knights of Labor, and with the emergence of the “pure and simple 
unionism” of Samuel Gompers’ American Federation of Labor. 
Pure and simple unionism was based on the idea that wage earners 
were a separate class in a producer economy. They must stick 
together, avoid politics, and limit their activities to the immediate 
economic problems of wages, working conditions, and hours of 
labor. Labor became for all practical purposes a producer group 
interested only in getting as much as it could of the national pie. 

As such the AFL prospered mightily, numerically. And during 
the first world war, which it supported patriotically, it gained 
many concessions from the government. Then the war was over, 
and the labor-management fight was resumed. Business was more 
shrewd this time, however, and used more subtle and effective 
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methods. Calling it the “American Plan,” and using the yellow 
dog contract and the blacklist as basic weapons, management 
simultaneously disarmed their employees by encouraging com- 
pany-sponsored unions. They set up personnel departments as evi- 
dence of their sometimes sincere interest in the workers. 

During this same period the nation was undergoing a “‘red”’ scare 
of major proportions. Management wisely capitalized on the situa- 
tion. Quoting Millis and Montgomery: 

Powerfully favoring the “American Plan,” also, were the post-war anti- 
‘red’ hysteria, which for a time furnished to millions of middleclass people, 
a psychological outlet for the hysteria and emotionalsim engendered during 
the war, and which could easily be turned against labor organizations and 
their leaders, and the success of the appeal to the farmers’ organizations 


that they make common cause with the employers against the monopolistic 
closed shop.’ 


It was of course a simple and natural thing for the farmer to 
accept these charges against unionism. Strikes and riots in the 
cities, and occasional massacres in the coal fields served to revitalize 
his suspicions at frequent intervals. It was immaterial who was at 
fault. Where there’s smoke, there’s fire, and even in those cases 
where management was the offender, it must have had plenty 
of reason. How can you deal with foreigners and communists? The 
IWW was nearly finished, but it had left its legacy of hate and 
fear. 

Attributing to all laborers and their unions the radical, revolu- 
tionary objectives of isolated bomb throwers and the lawless [WW 
was normal, aided and abetted as it was by certain segments of 
management, and by the loud and emotional press. 

The farmer was afraid for his property. If the unions took over 
the factories, the next step, taking over the farms, would be a simple 
matter. So, although the laborer believed in private property, and 
did not want to own the factories, the farmer had no way of know- 
ing this. To him, industrial democracy meant worker ownership 
and control of the factories, first step to socialization of the nation. 

Perlman recognized this situation in the late 20’s when he said: 
A Bolshevist coup d’etat in America would mean a civil war to the bitter 


end, and a war in which the numerous class of farmers would join the 
capitalists in the defense of the institution of private property* 


3 Op. cit., p. 167. 
* Selig Perlman, Trade Unionism in the United States, p. 302. 
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Perlman also recognized the American unionist’s bent to con- 
servatism in a further statement. 
... American trade unionism . . . seems in a fair way to continue its con- 


servative function—so long as no overpowering open-shop movement or 
‘trustification’ will break up the trade unions or render them sterile.’ 


Thus, the farmer’s belief in private property became a major 
force in his dislike for labor unions as he thought he saw certain 
proof of labor intent to socialize the nation and destroy the institu- 
tion of private property. 

Mentioned earlier, the influx of immigrants from south Europe 
was a factor in developing suspicion of laborers among the farm 
population. At least three important phenomena were associated 
with this immigration and its effects. 

One: managerial and political opportunities were largely 
barred to the immigrants. Yet there were among them intellectuals 
and men of ability. Their genius had to have an outlet, and so they 
engaged in labor union actitivies. Theirs was the social reform 
program designed to give the worker a voice in his business, to 
obtain for him political and social rights as a class. This was in 
contrast to the early American Knights of Labor brand of unionism 
which sought to lift the worker out of his worker class and also 
was opposed to the producer unionism of Samuel Gompers’ AFL. 
To ally all unionism with the Socialist-minded unionism of the 
immigrant intellectual was a simple procedure in the American 
middle-class mentality. 

A second point: the influx of the immigrants, even without the 
intellectuals, was important. Farmers traditionally suspected 
foreigners. Anything might be expected of the uneducated, clan- 
nish Italians, Greeks, Slavs. And this attitude was fostered by the 
“native” American workers, immigrants or sons of immigrants 
from north Europe, which brings up the third point. 

Oftentimes the immigrants were used as strike breakers and 
union breakers by management. They were unskilled, but new 
types of machines were introduced which the immigrants soon 
mastered, and which could displace many skilled workmen. So the 
unions, largely trades organizations, developed closed shops'to bar 
the immigrants from the jobs. And farmers voted with laborers for 
the imposition of immigration restrictions. 

The continued union drive for a shorter work day and work week 


5 Ibid., pp. 305-6. 
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is another factor making for misunderstanding. To the farmer who 
talks of his own ten, twelve, and fourteen-hour workday—and who 
sometimes does work that long—the forty-hour week and the 
eight-hour day are hard to justify. 

To the laborer who demands this work schedule, it is a simple 
and reasonable request. When work is plentiful, he is not so insistent 
on the forty-hour week. There is no need to worry when all have 
jobs, but when work is scarce, he believes, somewhat mistakenly 
it is true, that shorter work weeks mean jobs for more men, pay- 
checks, even though small, for everbody. Having a job to work at is 
very important to the worker. It is a matter of self-respect. The 
farmer who has reluctantly accepted relief goods in depression times 
can understand this. He lacks, however, the experience of having 
nothing to do. There is always work on a farm, even if it doesn’t 
return an income. It is the fear of unemployment which is partly 
responsible for shorter hours agitation, and mainly responsible 
for “feather-bedding,” for slowdowns and make-work practices, 
for jurisdictional strikes and other seemingly anti-social labor 
activities. 

A second factor in short hour drives is the steady pace at which 
many laborers work, the extremely monotonous and tensioned 
strain of supervised effort. Eight hours of constant attendance on 
a machine or assembly line, or on a surprisingly competitive con- 
struction job (where a carpenter or bricklayer can not be fired, but 
always can be “‘laid off”) is very fatiguing. Many farm boys and 
men who worked on war defense jobs can testify to this. 

Consideration of the urban laborer’s working hours must also 
take into account the additional time spent in commuting, which 
may run from one to three or four hours daily. 

Evidence that shorter hours have been an important considera- 
tion in forming farm attitudes is the statement from the 1919 and 
1920 convention of the American Farm Bureau Federation: 


.. . & large factor in the high cost of living is the curtailment of production 
through short hours, lessened efficiency of labor and strikes.® 


Strikes have been and continue to be red flags before the farmer’s 
eyes despite the relatively infinitesimal time actually lost through 
strikes. All the time lost from strikes during the war, for example, 
did not amount to the time put in on national holidays by the 
shipyard workers alone. Some strikes, they admit are justified but 


6 Minutes of American Farm Bureau Federation Convention, 1919 and 1920. 
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most of them are not. The American Farm Bureau Federation in 
its 1946 convention agreed upon “... the privilege to strike by 
employees .. . provisions.’ Without going into the justifica- 
tion or unjustification of any strike policies, it is sufficient to say 
that strikes leave a bad impression on the public. Unionists recog- 
nize this fact; so do the newspapers which play them up so con- 
sistently. 

Bad publicity, in fact, has often been as important item. News- 
papers and magazines live on the sensational. They are largely 
the property of management, and naturally speak for management. 
Unions have been slow to learn public relations and have often 
done a better job than their opposition in placing themselves in 
unfavorable positions. 

Lastly, radical or dictatorial labor leaders have caused much 
anti-labor feeling. Whether or not they have been in the right in 
given instances, their actions and speeches have been oftentimes 
ill-advised. Education of the farmer on labor unions must take 
account of this latter fact. 

The foregoing discussior. has presented some of the reasons why 
farmers feel as they do about laborers and labor unions. The 
reasons are understandable and not to the discredit of the farmers. 
But the necessity of educating the farmer to a more understanding 
view of his city brother is obvious. (Laborers have distorted pic- 
tures of farmers too, of course, the main theme of which is doubtless 
envy.) 

That many farm groups and farm leaders are endeavoring to 
evaluate labor unions objectively is more than evidenced by a 1945 
issue of the CIO Economic Outlook bulletin which cites The Na- 
tional Farmers Union, “ . .. many state and county officials...” 
of the American Farm Bureau, “... sections of the National 
Grange,” and various “farm state congressmen” as “fearless friends 
of labor.”’* From such a naturally biased source, one can assume 
that there are indeed many farm leaders who are trying to promote 
better laborer-farmer understanding. 


R. M. Kine 
State College of Washington 


7 American Farm Bureau Federation, Resolutions, 28th annual convention, San 
Francisco, California, December 12, 1946, p. 11. 

8 Economic Outlook, Congress of Industrial Organization, 718 Jackson Place, 
N.W., Washington 6, D. C., September 1945, p. 8. 
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ESTIMATING THE VALUE OF CITRUS FRUIT 
AS IT DEVELOPS! 


a groves increase in value as they increase in age and 
productiveness. Citrus fruit also increases in value as it de- 
velops. This study is an attempt at a method of approximating 
fruit value by months from the bloom to mature fruit. Such infor- 
mation is often very valuable in appraisals for the settlement of 
estates, setting fruit values upon sale of grove, and for other pur- 
poses. 

This method is based upon the average cost of labor and ma- 
terials by months for the seasons of 1940-41 and 1944-45, and it 
is assumed that the monthly increases in fruit value are in direct 
proportion to this cost. The former season was selected as it repre- 
sents conditions prior to the recent war, while the latter is the 
most recently completed season of the citrus cost of production 
work of the Florida Agricultural Extension Service. It was thought 
that the 2 seasons selected would be a better basis for this purpose 
than the 2 most recent seasons. The 1940-41 season represents 221 
groves over 10 years of age containing 7685 acres, and the 1944-45 
season represents 160 groves containing 5474 acres. 

The per-acre value of the fruit at maturity is determined by the 
marketable production and price per box. In arriving at the esti- 
mated value of maturing fruit, it is necessary to estimate the pro- 
duction and the on-tree price of the fruit as of its maturity. This 
is quite difficult during the early months of the season but very 
often the circumstances making such values desirable do not arise 
until several months have elapsed. In such cases the time for 
making the estimate is nearer the time of fruit maturity and, thus 
adds to the accuracy. 

Little is discernible concerning the amount of bloom prior to the 
opening of the flowers; hence, March is here taken as being the 
first month for which an estimate might be made of the quantity 
of blooms as an indication of what might be expected in the way of a 
fruit crop. Since all kinds and varieties of citrus bloom at approxi- 
mately the same time, March is used as the first month for be- 
ginning estimates of fruit values for oranges, grapefruit, and tan- 
gerines. 

1 The writer is indebted to Dr. C. V. Noble and Dr. M. A. Brooker, Department 


of Agricultural Economics, University of Florida, who read the manuscript and 
made helpful suggestions. 
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The time required for fruit to mature varies with the kind and 
variety of citrus. For example, Parson Brown oranges mature 
earlier than Valencia oranges. For this work the time to maturity 
is considered according to kind and maturity season, as follows: 


Month Attains Number of 
Maturity or Months in 
Full Value Maturing 


Early oranges October 8 
Midseason oranges December 10 
Late oranges February 12 
Temples December 10 
Tangerines December 10 
Grapefruit November 9 
Mixed kinds and varieties December 10 


Late oranges constitute the only group extending through the 
entire year. Consequently, the value distribution is the same as 
the input distribution for the year. All other groups extend 10 
months or less. The value distribution for these groups is the same 
as the input distribution for the months involved, although the 
expenses of the months not included in the maturity period are 
in effect distributed over the period involved in proportion to the 
input of the months of that period. For example, the total expenses 
for the months of November, December, January, and February 


for early oranges are in effect distributed over the fruit-maturing 
period of 8 months in proportion to the expenses of each month 


from March through October (Table 1). 


TABLE 1. CUMULATIVE PERCENTAGE DISTRIBUTION OF THE VALUE OF 
Martvurine Fruit sy Montus anp Kinps or Citrus 


Midseason 
Oranges, 
Month Early Oranges Temples, Late Oranges Grapefruit 
Tangerines, 


Mixed Grove 


8.0 
17.7 
31.9 
54.2 
61.6 
70.5 


March 
April 
May 
June 
July 
August 
September 75.8 
October 82.3 
November 92.6 
December 100.0 
January 

February 


& & 20 


nN 
a 
a 
t 
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After estimating the production and price of the fruit the esti- 
mated value of fruit is obtained as of the time of its maturity. The 
attained fruit value as of any particular month is obtained by 
applying the cumulative percentage figure for the month desired 
to the estimated value of fruit at the end of the season. For example, 
the estimated value of Hamlin oranges (an early variety) in August 
would be 85.8 percent of their value at maturity. 

Table 2 is an example of estimating the values of the fruit on a 
25.7 acre grove containing different kinds of citrus as of the month 
of July by using Table 1. This method necessitates percentage 
calculations for each kind of citrus. 


TABLE 2. APPROXIMATE CiTRUs FruIT VALUES IN JULY ON A 25.7 ACRE 
GROVE BY CALCULATIONS FROM TABLE 1 


Estimated Fruit 

mati Price per Value 
per Box at _ per Acre 
pt Maturity at Ma- 


(1) 
Oranges 
Early Parson Brown 8.1 
Midseason Pineapple 
Late Valencia 
Tangerine Dancy 705 


Total 13,258 


Approximate figures are obtained by using estimated production 
and price with Table 1, as illustrated in Table 2. Since these 2 
estimates are necessary, a table of values (Table 3) is given which 
will facilitate arriving at values sufficiently close to the values ob- 
tained by use of Table 1 to make Table 3 useful in most cases. 
After arriving at the estimated value of fruit per acre at maturity, 
each monthly value may be read from the table by using the column - 
headed by the figure nearest in value to that estimated. For ex- 
ample, if it is estimated that the yield will be 350 boxes per acre for 
grapefruit and that the price will be 80 cents, the value would be 
$280 per acre at maturity. The nearest figure to this which heads a 
column in Table 3 is $275. The value for any month could im- 
mediately be read from the table, which value would be near 
enough since both production and price figures are estimates. The 
greatest difference between the 2 sets of figures in the example 


July Jul 
Total 
cre- — ‘ruit alue 
Kind Variety “age iy per Acre (1) X(6) 
Table 1 
Maturity (2) X(3) 
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would be $5 at the time of fruit maturity and for all other months 
the spread would be less. 

In any case, the greatest spread for any variety between the 
figures in Table 3 and those arrived at by the use of Table 1 would 


TaBLe 3. VALUE or Fruit 1n PER By MonTHS FROM 
Broom To Maturity* 


Value at 600 625 650 675 700 725 750 775 800 825 
Maturity 


Early Oranges 
70 7 

172 
$10 
528 
600 
686 
738 
800 


Tangerines, and Mixed Groves 
62 64 6 68 70 72 


Nov. 


* To conserve space only a portion of Table 3 is here shown. The entire table includes monthly values by kinds 
of citrus for frit values per acre at maturity at $25 intervals from $25 to $1000. 


be $12.50 per acre and that would occur in the month of fruit 
maturity. The spread in the 2 values for months prior to maturity 
would be less than $12.50 per acre with value differences least for 
the month of March. 

Table 4 is an example of estimating the value of the fruit on the 
same 25.7 acre grove as of the month of July by using Table 3. Since 


t 
t 
e 
I 
Mar. 68 61 63 65 68 80 82 85 87 90 92 95 97 : 
> pe 129 134 140 145 150 1 177 183 188 194 199 204 210 915 
ay 233 242 252 262 272 320 330 340 349 359 369 378 9388 
June $96 412 429 446 462 544 561 578 594 610 627 644 660 
July 450 469 488 506 525 619 638 656 675 694 712 731 750 
Aug. 515 5386 558 579 601 708 729 751 772 794 815 837 858 
Sept. 553 576 599 622 645 761 784 807 830 853 876 899 99 
Oct. 600 625 650 675 700 825 850 875 900 925 950 975 1000 
Mar, 48 50 52 54 56 58 60 74 76 78 80 
> pa 106 111 115 119 124 128 183 1387 142 146 150 155 159 164 168 173 177 
ay 191 199 207 215 223 231 239 247 255 263 271 279 287 295 303 311 319 
June $25 339 352 366 879 393 406 420 434 447 461 474 488 501 515 528 542 
July 370 385 400 416 431 447 462 477 493 508 524 539 554 570 585 601 616 
Aug. 423 441 458 476 494 511 529 546 564 582 599 617 634 652 670 687 705 
Sept. 455 474 493 512 531 550 568 587 606 625 644 663 682 701 720 739 758 
Oct. 494 514 535 556 576 597 617 638 658 679 700 720 741 761 782 802 933 
Nov. 556 579 602 625 648 671 694 718 741 764 787 810 833 857 880 903 996 
Dec. 600 625 650 675 700 725 750 775 800 825 850 875 900 925 950 975 1000 
Late Oranges 
Mar. 40 42 44 45 47 49 50 52 54 55 57 59 60 62 Gt 65 67 
Apr. 89 92 96 100 104 107 111 115 118 122 126 130 183 187 141 144 148 
May 160 167 174 180 187 194 200 207 214 220 227 234 240 247 254 260 267 
June 272 284 295 306 318 329 340 852 363 375 386 397 409 420 431 443 454 
July $10 322 335 348 361 374 387 400 413 426 439 452 464 477 490 503 516 
Aug. 854 369 384 398 413 428 442 457 472 487 502 516 531 546 560 575 590 
Sept. 8380 396 412 428 444 460 476 491 507 523 539 555 571 586 602 618 634 
Oct. 413 430 447 464 482 499 516 533 550 568 585 602 619 636 654 671 688 
Nov. 464 484 503 522 542 561 580 600 619 639 658 677 697 716 735 755 774 
Dec. 502 522 543 564 585 606 627 648 669 690 711 732 752 773 794 815 836 
Jan. 565 588 612 635 659 682 706 729 753 776 800 823 847 870 894 917 941 
Feb. 600 625 650 675 700 725 750 775 800 825 850 875 900 925 950 975 1000 
Grapefruit 
Mar. 52 54 56 58 60 62 64 67 69 T1 % %75 #77 «=%80 82 8 86 
ph 115 119 124 129 184 138 143 148 153 158 162 167 172 177 181 186 191 
ay 207 216 224 233 242 250 259 267 276 285 293 302 310 319 828 336 9345 
June 352 366 381 396 410 425 440 454 469 483 498 513 527 542 557 571 586 
July 400 416 433 450 466 483 500 516 533 549 566 583 599 616 633 649 666 
Aug. 457 476 495 514 533 552 572 591 610 629 648 667 686 705 724 743 762 
Sept. 491 512 532 553 573 594 614 635 655 676 696 717 737 758 778 799 819 
Oct. 583 556 578 600 622 645 667 689 711 733 756 778 800 822 845 867 9889 
| 600 625 650 675 700 725 750 775 800 825 850 875 900 925 950 975 1000 
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this method involves the substitution of the figure found in Table 3 
that is nearest in value to the figure obtained by multiplying the 
estimated yield by the estimated price, slightly different results will 
be obtained. The estimated value of all fruit of this grove by the 
2 methods differs only $25. This small difference in estimated 


fruit value is offset by the time saved in calculation by using the 
second method. 


TaBLe 4, APPROXIMATE Ci1TRUS FruIT VALUES IN JULY ON A 25.7 AcRE 
GrovE By READINGS FROM TABLE 3 


July 


rom 
Estimated Estimated Table 3 


Yield in Ss pny Fruit Value in Column Total 
Boxes per Box ny per Acre Headed by Value 
Acre at Maturit: at Maturity Number (1) X(4) 
Maturity (2)X(8) Nearest in 
Value to 
Maturity 
Value (4) 


Acre- 


Oranges 
Early Parson Brown 8. $3,799 
Midseason Pineapple 1,910 
Late Valencia 7 a 5,734 
Grapefruit Duncan 1,139 
Tangerine Dancy 701 


Total 13,283 


Table 5 is an example of a third method of estimating the value 
of the fruit for the same 25.7 acre grove. This method involves in- 
terpolating figures from Table 3 for more accuracy than the second 
method given. The first and third methods require about the same 
time for computation and arrive at approximately the same results; 
the results would be identical if the calculations were carried to the 
penny instead of to the nearest dollar. Both are more exact than 
the second method, but the second method is sufficiently accurate 
and time saving to merit rather universal use. In the event the 
second method is not desired, the deciding factor between the 
first and third methods would be the personal preference of the 
appraiser. 

After deciding which one of the 3 methods is preferred, a printed 
or processed form should be obtained to expedite fruit value ap- 
praisal computations. This form should be similar in outline to 
the headings of columns in the table illustrating the method pre- 
ferred (Tables 2, 4, or 5). 

In the event of an off-season bloom in sufficient quantity to 


215 
388 
660 
750 
858 
| 
Kind Variety age 
80 
177 
319 = 
705 
758 
823 
926 
1000 
67 
148 
267 
454 
516 
590 
634 
688 
774 
836 
941 
000 
86 
191 
345 
586 
666 
762 
819 
889 
000 
nds 
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increase materially the fruit production, a cumulative percentage 
distribution of the value of fruit could be formulated from the data 
given in Table 6. 


TABLE 6. PerRcENTAGE DisTRIBUTION BY Monts oF AVERAGE VALUE OF 
Input, 1940-41 anp 1944-45 SEAsons 


Month Percent 


March 
April 

May 

June 

July 
August 
September 
October 
November 
December 
January 
February 


100.0 


TaBLE 7. Apyustinc MontTHiLy PERCENTAGE Pornts To ARRIVE AT CUMULATIVE 
PERCENTAGE DISTRIBUTION OF THE VALUE OF MaturincG Fruit sy Montus 
For LATE JUNE or JuLY BLoom witH Fruit RIPENING IN APRIL 


- Adjusting Cumulative 
Month nee Column (1) Percentage 
to Total 100 Distribution 


(3) 


= 


July 
August 
September 
October 
November 
December 
January 
February 
March 
April 


— 
© 


SP 


— 


S| 
HOR 


Total 


> 
S 


A late June or July bloom, as is often the case, would mean that 
July would be the first month on which to place an estimate for 
this fruit. In the event such a bloom was of a kind and variety 
that the fruit would reach maturity the following April, the months 
to be considered would be July through April. The total of the per- 


6 
11 
18 
6 
4 
5 
8 
6 
10 
5 
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centage points for these 10 months is 69.4 (see Tables 6 and 7). To 
facilitate calculations these percentage points should be adjusted to 
total 100 by increasing each monthly figure the same percentage 
(Table 7). 

In calculating the value of this fruit from a late June or July 
bloom the cumulative percentage figure in Column 3, Table 7, 
would be used in like manner as similar figures for the regular bloom 
as shown in Table 1. However, it would be necessary to calculate 
the fruit value by the method shown in Table 2. Figures from 
Table 3 could not be used for fruit from an off-season bloom. 

In the event of a bloom that occurred at a time other than the 2 
mentioned—regular and late June or July—a cumulative percent- 
age distribution of value could be formulated from the figures given 
in Table 6 in like manner as the example shown in Table 7. Also, 
figures for a late June or July bloom that had a different length of 
maturity period than that shown in Table 7 could be derived simi- 
larly. With a crop of fruit set from a regular bloom and another 
crop set from an off-season bloom on the trees at the time of the ap- 
praisal, the 2 crops would be calculated separately and the sum of 
their values would be the estimate desired. 

When 2 crops of fruit set.from 2 regular blooms are on the trees 
at the same time, as often is the case of Valencia oranges, each crop 
would be calculated separately. The value of the crop of mature 
fruit would be obtained by multiplying the estimated yield by the 
going price or recent price offer. The value of the immature crop 
would be calculated as if no mature fruit were on the trees at the 
time of the appraisal. The sum of the values of the 2 crops would be 
the estimate for all fruit on the trees. 


ZacH SAVAGE 
Florida Agricultural 


Experiment Station 


AN EVALUATION OF “EVALUATING SOIL 
CONSERVATION”! 


N THE article under consideration, Weitzell presents a criticism 
of previous methods of measuring the economic value of soil 
conservation, and proposes the “experimental method” as a desir- 
able alternative. The objections to the “historical,” the “budget,” 


1E. C. Weitzell, this Journat, Vol. XXITX, No. 2, May 1947, pp. 475-494. 
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and the “merit point” methods are generally valid, but the experi- 
mental method offers little relief from these same objections. One 
point on which there is complete agreement is that a workable ap- 
proach to economic evaluation of conservation is sorely needed and 
is lacking at the present time. An analysis of these points wili be 
made later but, first, some consideration of the approach to soil 
conservation evaluation via “soil conservation per se” is in order. 
Mr. Weitzell apparently uses the term “conservation” to denote 
those practices designed to prevent or reduce soil and water losses 
and plant nutrient leaching but omits the other aspects of soil de- 
pletion. 

Any approach to conservation evaluation via the per se route 
presents a number of limitations. (a) This procedure entails the 
arbitrary selection of practices which are to be considered as the 
primary components of soil conservation. (b) It limits the investi- 
gation to the “wasting” of soil, water, and plant nutrients. (c) It 
mandates the selection of practices on the basis of purpose in appli- 
cation. (d) It separates soil conservation from farm organization and 
management. Presumably, those practices which are a part of the 
farming system in a particular area would not be soil conservation 
practices unless they were applied specifically for the reduction of 
soil, water, or nutrient losses.? It seems that in most cases the prac- 
tice per se, in the light of its contribution to productivity main- 
tenance, should be the criterion for assigning conservation merit 
rather than the intended purpose of the practice. (e) The conserva- 
tion per se approach makes recourse to the accepted economic phi- 
losophy of conservation more difficult. 

In selecting a definition of conservation for use in economic 
analysis, it is desirable to eliminate the arbitrary selection of com- 
ponents. Bunce uses the physical concept of conservation, exploita- 
tion, and improvement in conjunction with their economic parallels, 
maintenance, disinvestment, and investment. Under this definition, 
any input factor which contributes to the maintenance of soil re- 
sources is a conservation practice. Since in so many instances prac- 
tices which are designed to prevent soil depletion (use of replaceable 
nutrients by crops) are also erosion preventives, it is often impos- 
sible or impractical to separate them. In fact, a treatment of con- 


2 Weitzell, op. cit., p. 476. 
* Arthur C. Bunce, Economics of Soil Conservation, The Iowa State College Press, 
Ames, Iowa. 1942, p. 10. 
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servation per se leads to the elimination of variables incapable of 
isolation. However valid the experimental method may be, its use 
may grant error in favor of explicity. Even controlled experiments 
defy the isolation of benefits accruing to inputs designed to prevent 
or reduce “soil and water losses.” From the standpoint of the indi- 
vidual, all conservation inputs are intended to enhance income on 
landed capital. Whether these inputs are intended for immediate 
effect or a flow of benefits is unimportant except as the time ele- 
ment and the rate of return on investment are important. Treat- 
ment of conservation as an attempt to maintain a particular level 
of physical productivity has considerable merit. In such treatment, 
all the contributing factors are considered. The elimination of re- 
lated variables through controlled experiment does not erase the 
effect of those variables. It merely postpones consideration until such 
time as projection to the universe is made. In the projection of experi- 
mental results to specific areas (especially to broad areas) the diffi- 
culty of measurement may be transformed to difficulty of applica- 
tion. 

The experimental method actually is a means of gathering data 
for conservation budgeting or of expanding or facilitating conserva- 
tion budgeting or of expanding or facilitating conservation planning. 
It is undoubtedly a useful tool for demonstrating the potentiality of 
conservation practices. It is, however, much less valuable as a 
means of evaluating the economic benefits for broad areas. Case 
studies made under varying physical and economic conditions have 
fewer limitations. At least, the case method provides escape from 
the error which may be encountered by projecting experimental re- 
sults to variable cases. Case studies reflect actual field conditions. 
Experimental results are useful guides, but their application to field 
conditions has resulted in invalid conclusions. 

A number of questions may be raised in connection with the ex- 
perimental method. (a) How is the effect of technology and the 
state of the arts to be measured? This method would make neces- 
sary a multitude of experiments with the various practices and 
combinations of practices under various stages of technological de- 
velopment if the effect of a changing state of the arts is to be meas- 
ured. The effect of changing mechanization upon yields must be 
measured. The effects of timeliness of operation and advancements 
in plant and animal breeding must be measured. Separate experi- 
ments must be made for each combination of physical resources and 
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applied to varying economic conditions. (b) How is a monetary 
value to be placed upon labor and management? Charges for these 
factors would have to be varied according to varying conditions 
within rather narrow local areas. (c) What is the ratio of efficiency 
on the experimental plot to efficiency in the field? Errors in these 
considerations will multiply the error in total benefits unless the 
results are applied to small local areas. (d) Soil associations, soil 
types, and “land use capability classes” are not adequate criteria 
for applying results. Variation within these groups defies unit ap- 
plication. Application to homogeneous land class areas might be 
possible if detailed land class maps were available. (e) There is no 
basis for assuming that the difficulty usually encountered in apply- 
ing controlled experiments to economic problems would not be 
encountered in the conservation problem. (f) How is area perform- 
ance to be measured? Acreage compliances from existing records 
are inadequate measures of area compliance. Acres terraced and 
contour furrowed, number of gully control dams and diversion 
ditches, acres of cover crops, et cetera, are hardly adequate meas- 
ures. Combinations within farm organizations are the components 
of area performance. 

Regardless of the related physical and social problems, soil con- 
servation is largely an economic problem in a democratic state. The 
individual is concerned with money inputs and money outputs. 
The sum of these individual reactions is the producers’ response to 
the problem. There are, of course, many social considerations out- 
side the total pecuniary interests of individuals, but Mr. Weitzell 
was not concerned with this phase in the article in question. There 
remain then, the physical and the economic considerations. To 
measure the physical benefits of soil and water conservation by ex- 
periment and apply these results to broad areas invites error. The 
results are apt to be so general as to be inapplicable except in the 
loosest sense. Variables that defy measurement are apt to defy ap- 
plication. 

Specifically, Weitzell raises the following objections to the meth- 
ods previously employed :4 


Historical Method: 


1. Uncontrolled variables distort income or yield comparisons. 
2. Changes in management, production intensity, size of farm, and type 
of farming may cover up the effects of conservation. 


‘E. C. Weitzell, op. cit., pp. 479, 481, and 487. 
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3. Comparisons between “cooperators” and “non-cooperators” are un- 
real and invalid. 


Budget Method: 


. Sufficient budgeting information is not available. 

. The element of personal judgment causes biased results. 

. There is a tendency to exaggerate the results of conservation. 
. There is a tendency to follow ideals or standards. 

. The process is laborious. 

. The method cannot measure minor economic effects. 


Merit Point Method: 


1. Conservation benefits are too small to be measured in terms of farm 
income. 

2. The sampling process is extremely difficult. 

3. There is no necessary correlation between the amount of conserva- 
tion and farm income. 

4. The method cannot be used for measuring conservation benefit for 
areas, regions, or the nation, or for measuring the effect of individual 
practices. 


D> 


It is agreed that none of these methods provides a formula for 
measuring conservation benefits for areas or regions. The experi- 
mental method, however, offers but little relief from objections 
applicable to the other methods. One objection common to all 
methods is that there is no provision for measuring the effect of 
conservation on soil resources, either in physical quantities or 
economic values. It is usually assumed that the effect of conserva- 
tion will be noted in increased or maintained productivity. This is 
a valid assumption, but at any particular time, in a dynamic state, 
it may be more practical to measure the unused portion of the 
“variable flow” in terms of differences in capital value. In the last 
analysis, the effect of conservation on land value must be meas- 
ured. The “variable flow” cannot be measured otherwise by the 
economic analyst. There is no concrete evidence that there are any 
appreciable short-term benefits from the application of conserva- 
tion inputs. As pointed out by Weitzell, there may be an inverse 
relation between conservation and current income. This is true for 
current conservation and current income, but this relationship 
cannot exist through time when fotal conservation is compared to 
current income. Reliance on physical productivity as a reflection 
of these effects is inadequate. The reflection through changes in 


5 E. C. Weitzell, op. cit. p. 486. 
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economic productivity are necessary, but the assignment of eco- 
nomic values to physical input quantities applied to experimental 
plots is arbitrary, to say the least. 

The historical method may be discarded at once as an inadequate 
tool for evaluating the economic benefits accuring to particular 
areas. Such broad and meaningless groupings as “cooperators” and 
“non-cooperators” are useless unless combined with some measure 
of the degree of conservation applied. The historical method com- 
bined with conservation merit scores may have some value, but 
its greatest value is in demonstrating the possibilities of a practice 
or group of practices in specified instances. 

The budget method also has its chief value in demonstrating the 
possibilities of conservation under given conditions. This method is 
used too often to demonstrate the results desired by the investi- 
gator. It is necessary to point out again, however, that the experi- 
mental method is subject to most of the same objections. 

Weitzell outlines the experimental method as follows: 

1. Define the practices and combinations of practices that may be con- 

sidered as constituting conservation. 

2. Establish test plot and field evaluations. 

3. Record all inputs and outputs. 
+ 


. Estimate the value of conservation by an extension of the results to 
areas, regions, and the nation. 


The relative merits of the experimental and the merit points 
methods deserve much consideration. What are the merits of the 
two methods as tools for evaluating conservation benefits? 

Weitzell contends that conservation benefits are too small to be 
measured in terms of farm income. It is granted that the experi- 
mental method permits the measurement of rather small benefits, 
particularly if the experiments are performed on farms under actual 
farming conditions. The application of values to test plot inputs is a 
doubtful process. But even if the benefits of conservation practices 
can be isolated successfully, the extension of results to measure the 
benefits of conservation to broad areas is of limited value. Theory, 
whether it results from experimentation or deduction, is valuable 
when applied under given assumptions. The greater the variation 
from the theoretical assumptions, the greater is the difficulty in 
application. A universe that contains so many variables that it 
defies analysis is apt to defy the application of results obtained_by 


6 E. C. Weitzell, op. cit., p. 489. 
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controlling these same variables. Because of this, the areas to which 
experimental results may be applied is apt to be so small that the 
method will be no more expeditious than the merit point method. 
A glance at a land class or a soils map will impress one with this 
fact. When the economic variables are combined with the physical 
variables, the application becomes even more difficult. 

The objection that the sampling process is difficult may be di- 
rected toward all statistical analyses. Statistical investigators of 
economic problems are always faced with the necessity of statistical 
controls. The experimental method controls the “unrelated” fac- 
tors in that particular experiment. When the results are used for 
purposes other than recommendation or administration, the vari- 
ables must be handled in much the same manner as would be neces- 
sary in analyzing the universe. 

The merit point method does not predicate any necessary cor- 
relation between the amount of conservation and farm income. The 
method attempts to measure the contribution of conservation to 
the farming system. This contribution may be either positive or 
negative at any given time depending upon the effect of shifts in 
land use, intensity of production, or farm organization. The merit 
point method proposes to measure conservation in relation to the 
farming system and farm organization, not in the abstractness of 
conservation per se and its unreal position as a divorce from the 
farm. If the merit point method were to demonstrate an inverse 
relation of current farm income to the total conservation applied 
through time, without an offsetting enhancement of the capital 
value of land, then conservation would be an unrewarded cost, not 
a benefit. 

It is true that the merit point system cannot be used for measur- 
ing the conservation benefits accruing to a broad area unless a 
summation is made of the homogeneous units within that area and 
unless a measure of changing land assets is included. This is in- 
deed a laborious process, but so is the collection of experimental 
data and its extension to field conditions. The merit, in either case, 
seems to lie in accuracy, not in the time and effort involved. 

The Division of Agricultural Economics, State College of Wash- 
ington, in cooperation with the Soil Conservation Service, has 
recently completed a study of conservation benefits in the Palouse 
wheat-pea region of Washington and Idaho by the “merit point 
system.” Attempts were made to control each of the variables 
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listed by Weitzell.? Although it is realized that complete control 
was not accomplished, it is felt that sufficient homogeneity was 
induced to permit a fairly accurate measurement of the conserva- 
tion program as a whole. Perhaps the chief value of the study lies 
in channeling further studies. The primary purpose was to evaluate 
the effect of the recommended conservation program upon present 
income. Fairly accurate records of the amount of conservation 
applied were obtained from the farmer and from PMA and SCS 
records. Incomes on farms with varying degrees of applied conser- 
vation were noted. A six-year period, with incomes during the 
fifth and sixth years, was used. In this study there was no correla- 
tion between the amount of conservation and farm income. 

The experience with this initial study is encouraging. Although 
there are many imperfections, it is felt that the method will be 
quite useful in measuring the effectiveness of recommended 
conservation programs. The use of the merit point method over a 
period of time may be an effective measure of the value of conserva- 
tion programs as they are recommended. There is need for a method 
by which the economist can evaluate the recommendations of 
conservation planning groups. 

A logical sequence of the use of the various tools seems to be as 
follows: 


. The historical method may be used for demonstrational purposes in 
areas with considerable physical and economic homogeneity. 

2. The experimental method should be expanded to supply budgeting 
information and to indicate the probable economic benefits of par- 
ticular practices and combinations of practices under certain condi- 
tions. 

. The budget method in conjunction with the experimental method 
should be used principally for planning and administrative purposes. 

. The merit point system with foundation in experimental results is the 
sounder basis for evaluating the effectiveness of recommended pro- 
grams in particular areas. 


No single method or combination of methods will give rapid and 
accurate evaluations of conservation benefits for broad areas. In- 
tensification of effort and the passing of time are necessary for 
proper evaluation. 

Mavrice C. 


State College of Washington 


7E. C. Weitzell, op. cit., p. 484. 
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A REJOINDER 


HE foregoing commentary concerning my article entitled, 

“Evaluating Soil Conservation,”! by Maurice C. Taylor, is a 
welcome response. This brief rebuttal may help to clarify the is- 
sues, as I see them. 

First of all, soil and water conservation must be accurately de- 
fined. Otherwise how can the analyst know what he is attempting 
to evaluate? Certainly there are interrelationships, but there are 
certain measures and practices that are known as “soil conserva- 
tion.” It is the effects of these specific measures and practices that 
should be the subject of evaluation. There seems to be no other 
logical starting place. 

Mr. Taylor’s challenge of my statement that soi) conservation 
must be defined before it can be a usable subject of analysis is 
slightly misleading. Emphasis on the phrase “intended purpose” 
is a misinterpretation of my original statement. Apparently he has 
not noted that my approach would be to determine the extent to 
which any particular measure would influence the “conservation 
attributes,”’ including reductions in soil losses, nutrient leaching 


and water losses.? I suggested that any measure or practice that did 


not positively influence these attributes could not be classified as 
soil conservation. My tentative classification was intended only to 
outline some of the measures and practices that might be evaluated 
to determine their effects, according to the probability of a positive 
contribution. My plea is for specificity with regard to what con- 
stitutes conservation. Otherwise attempts to evaluate a mixture of 
conservation-management unknowns are futile. boa! 

Mr. Taylor’s contention that the “experimental method” of 
evaluation is too explicit leads one to inquire as to what his prin- 
ciples of scientific analysis may be. Other apparent inconsistencies 
make his criticism difficult to follow. For example, he indicates that 


1 This Journat, May 1947, pp. 475-494. 

2 The initial discussion (ibid., p. 477), as well as Mr. Taylor’s criticism, failed to 
observe that increases in organic content and other factors contributing to produc- 
tivity may be attributes of soil conservation. Strictly speaking, such increases might 
be considered as “rehabilitation” rather than conservation. However, inasmuch as 
they may occur as the result of other measures that are designed primarily to retard 
erosion or to prevent leaching and runoff, they cannot be divorced from conserva- 
tion. In any event, the beneficial effects of conservation should be considered as 
those increases in productivity over that which would have prevailed without con- 
servation. Thus, the long-time level might be higher or lower than the current level 
(ibid., p. 486). 
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the enhancement of land value may be an expected effect of con- 
servation. Yet he would eliminate the consideration of whether 
specific effects are immediate or long-term as having no significance. 
Certainly he would not capitalize short-term or current benefits 
(from ammonium fertilizer, for example) into land values. He writes 
“Whether these inputs are intended for immediate effect or a flow 
of benefits is unimportant except as the time element and the 
rate of return on investment are important.” Isn’t this equivalent 
to saying that time is not important except as “time is important’’? 
In addition to drawing some rather questionable conclusions as 
to the relative merits of “case studies,” Mr. Taylor apparently 
fails to recognize that area or regional evaluations are one of our 
greatest needs. The availability of public funds for soil and water 
conservation should be based on comprehensive benefit-cost deter- 
minations. Toward this aim, it is hoped that economists and soil 
scientists will succeed in working out a reasonable procedure for 
projecting benefit estimates to resource areas, soil association areas, 
type of farming areas, or some appropriate geographic areas. My 
critic dismisses this possibility with the comment that to do this 
“is certainly to invite error.” Any economic valuation must deal 
with variables and errors. The aim should be to develop and use 
that procedure which reduces the probable error to a minimum. 
Farm and conservation planning present equally urgent needs for 
benefit-cost evaluations. If we recognize that conservation is a 
phase of farm production economics, it is essential that we design 
and apply conservation on the basis of the same principles that 
guide other investments. This means that the desirable intensity of 
application, in terms of relative costs and benefits, is a basic fact to 
be determined. The development of the most economical designs 
for guiding the application of specific measures of soil and water 
conservation can be done only by controlling all other factors, while 
observing the effects of successive inputs of the selected measure or 
practice. Experimental testing of the several segments of any 
proposed conservation program seems to be the only available 
technique for doing this job. Certainly it cannot be done by “farm 
surveys” of any type that has been conceived to date. It is true that 
the very small test plots used for many agronomic and soil experi- 
ments may not be adequate. In order to represent actual farming 
conditions more nearly, it may be necessary to use larger plots, 
contiguous fields, or entire farms. The principal need is for adequate 
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checks and controls so that the researcher can accurately observe 
the effects of specific inputs. 

Mr. Taylor’s defense of the “merit point” method of evaluation 
seems to be unconvincing. Perhaps the Washington study he men- 
tions lends greater strength to his argument. However, the state- 
ment that “In this study there was no correlation between the 
amount of conservation and farm income”’ leads one to anticipate 
the results with several questions in mind. 

After the “experimental method” has been tossed all over the 
campus, it is quickly reinstated through the back door, as the basis 
for three of Mr. Taylor’s suggested evaluation procedures. It is not 
clear how he would use experimental data as a foundation for the 
merit-point method; but in general the dependence on plot, field, 
or whole farm experiments, planned to represent specific groups of 
soil resources, is a hopeful possibility. 


E. C. 
Bureau of Agricultural Economics 


ECONOMIC FACTORS IN THE GROWTH OF THE 
OILSEED INDUSTRY IN THE UNITED STATES* 


HIS study inquires into the nature and causes of the growth 

of the oilseed industry in the United States and gives some 
attention to the consequences of and prospects for the industry. The 
analysis is divided into a study of (1) factors affecting the supplies 
of, utilization of, and demand for the commodities considered and 
(2) the nature of, reasons for, and significance of the organizational 
pattern of the processing industry. The major sources of informa- 
tion came from publications of federal and state agencies, trade and 
financial publications, and general economic literature. 


Supply Factors 


Characteristically all production trends exhibit a rapid growth 
in the early years, and a gradual retardation of the growth rate. 
Among the oilseeds, maturation is now shown by cottonseed, 
flaxseed and corn germs; vigorous growth, by soybeans. Causes for 
such behavior may be traced to the impact of dynamic factors 
(population, technology, tastes, foreign trade, and social policy) on 
the supplies of and markets for the commodities in question. 


* An abstract of a doctorial thesis presented at the University of Illinois. 
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1. Cottonseed and related products—the supply of an oilseed 
produced as the minor product of a joint output depends largely 
on the output of the major product. The cotton crop was about 
six times more valuable than the cottonseed crop in the past 35 
years, 

In the past century and one-half the expansion of cotton produ- 
tion was due to availability of new land, abundant labor supplies, 
improved transportation, improved techniques of producing cotton 
and the expansion of foreign and domestic markets for cotton. The 
gradual retardation of growth of cotton production was based on 
the increased foreign production of cotton, production of substitute 
fibers, slackening of the domestic population growth rate, the lim- 
ited reserve of new lands, and restrictive social policy. However, 
ameliorating factors have tended to impede the decline (e.g. im- 
provements in yields, increased domestic per capita consumption of 
cotton). The peak of U. S. cotton production was reached in the 
1920’s and there appears to be no bright prospect for reversing the 
decadent tendency in the future. 

The cotton seed crushing industry began in the 1850’s but ex- 
perienced its important growth between 1870 and 1910. Factors in 
its growth (other than the availability of cottonseed) were the 
development of processing techniques, transportation and markets 
for cottonseed products. After 1910, the percentage of cottonseed 
crop (not used for seed) crushed, averaged 88 per cent and varied 
from year to year directly with real prices received for cottonseed 
and inversely with real cash incomes from cotton. In the main, the 
supply response was inelastic and little significance can be attached 
to prices or incomes in explaining the annual variations in supplies 
of cottonseed. The development of appropriate solvent extractor 
systems could increase the annual cottonseed oil supply as much 
as 15 percent. Future increases in cottonseed oil production are 
more likely to come through this avenue than through others, but 
the change probably will be slow. 

Imports of cottonseed or cottonseed products have been minor 
factors in the total domestic supplies. Cottonseed is not an inter- 
national commodity in the usual sense and production of cotton- 
seed products has been a backward industry in most cotton produc- 
ing countries. 

2. Corn germs—Corn oil is produced mainly as a minor product 
of the corn refining industry as well as in the corn alcohol and corn 
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milling industries. The corn refining industry grew into maturity 
in the past half century and further expansion of the output of corn 
oil is mainly contingent upon its rejuvenation through the dis- 
covery of a larger market for starch or glucose products. 

3. Soybeans and related products—Soybeans are relatively new 
as a grain crop, important acreage expansion occurring in the 1930's. 
The highest per acre yields are obtained in the Corn Belt where 
production is most concentrated. Analysis of crop acreage changes 
since 1925 in Illinois, Iowa, Indiana, and Ohio by crop reporting 
districts (80 percent of U. S. soybean production) indicates that 
soybeans tended to displace all major uses for tillable land rather 
than any selected crop(s). However, in the recent 1940-44 period 
corn and soybeans were most directly substitutable. The soybean- 
corn acreage ratios varied inversely, and significantly with the 
corn-soybean yield ratios. Oats and wheat were not significantly 
associated with soybeans in this respect. In earlier periods, small 
grains and soybeans may have competed more closely. 

An analysis of both gross and net returns per acre from soybeans 
and other major crops from 1930 to 1944 indicates that soybeans 
were more profitable than small grains, but less profitable than 
corn, except perhaps in the 1930-34 period. However, comple- 
mentary and supplementary relationships between different crops 
tend to obscure the relative advantage of growing one crop in place 
of another when comparisons are made without regard to these 
interrelationships. The soybean crop has several such interrelation- 
ships with other crops. 

The important factors underlying the growth of soybean produc- 
tion were: A relatively greater improvement in per acre yields of 
soybeans than in yields of alternative crops, prior to 1940-44; the 
drouth and disease resistance of soybeans; a relatively greater 
reduction in costs of producing soybeans than of corn, since 1932; 
and the governmental production adjustment programs, particu- 
larly those of 1934, 1935, 1939, 1940, and 1941. Probably the 
acreage of soybeans would have expanded had there been no drouth 
or governmental programs, but the latter factors were important. 
The parity payment feature of the 1939-41 programs was a more 
important factor in reducing corn acreage than was the financial 
attractiveness of soybeans. 

Although the future of soybean production is difficult to predict, 
soybeans have established themselves as an important commercial 
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crop. Quite apart from the future level of soybean production, the 
areas are likely to shift in importance. Production may increase in 
the flat clay-pan areas of Illinois, Indiana, and Missouri if general 
soil improvement practices are followed. Much idle land there may 
be brought into cultivation. On the other hand, improved corn 
yields in the commercial each corn area (due to improvements in 
soil management) will reduce the acreage in soybeans. 

The soybean processing industry developed more rapidly than 
the cottonseed processing industry, and the more efficient solvent 
process is replacing mechanical methods. About 15 percent more 
soybean oil could be secured from the annual crush if the solvent 
process were universally adopted. 

4. Flaxseed and other oilseeds—The production of flaxseed in the 
United States has begun to change only in recent years from a 
pioneer sod-land crop to a well-established crop in settled areas. 
Accompanying this trend, the production areas have shifted back 
eastward. Only since 1939 have per acre yields become relatively 
stable, reflecting, in part, adoption of wilt-resistant varieties, better 
cultural practices, and selection of more suitable areas. On this 
basis it may be assumed that the production of flaxseed in the 
United States will increase in future years. However, only limited 
regions can grow the crop successfully, and flaxseed will probably 
remain in deficit supply. Imports will probably continue to balance 
requirements for linseed oil for drying purposes. 

The copra and palm tree industries of the East Indies developed 
rapidly since World War I. The United States has imported large 
quantities of these oil products for use in soap and various foods 
until the 1930’s after which the imposition of certain taxes some- 
what limited imports. Both industries are relatively young and new 
areas and improved techniques of production will probably con- 
tribute toward greatly increased supplies in the future, even at 
low prices. The long production period and use of native labor 
permit high output at prices that just cover the relatively flexible 
variable costs. Hence, the oils will compete strongly with domesti- 
cally produced fats and oils. However, the need for improved trans- 
portation, etc. will impede the rapid expansion of exports. 

The babassu industry in Brazil is similar to, but younger than, 
the copra and palm industries in the East Indies. The potential 
production apparently is large; however, technical difficulties may 
hold down the industry for a long time. As yet the United States 
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has not placed import duties or excise taxes on either the imported 
babassu oilseed or oil. 

The peanut and olive in the United States are used as food rather 
than crushed for oil. Although both are protected with relatively 
high duties, the prices of peanut and olive oil are not attractive 
enough to induce a large domestic supply. 

Castor beans, tung nuts, and sunflowers have been minor oilseeds 
in the United States. The castor bean has usually been imported 
more cheaply than it can be produced domestically, although cer- 
tain technological advances in the future and/or tariff changes 
could alter this somewhat. Domestic production of tung nuts is 
limited by exacting requirements of the tung tree and the high 
labor requirements in harvesting. Presumably, production could 
increase when and if the crop shifts from large scale commercial 
production to small family farms in the narrow southern belt in 
which the crop is adapted. The sunflower is used for forage and 
feed in the few states where it is grown extensively. Difficulties 
with yields and harvesting would have to be overcome to make the 
crop profitable for oil purposes. 

Such oilseeds as are obtained from the sour cherry canning in- 
dustry, the dried fruit industries, and the fruit juice industries are 
interesting rather than significant in the total supply of oilseeds. 
The particular problem in these industries is to secure sufficient 
volume to make crushing profitable. 

The tropical tree crops have a competitive advantage in produc- 
tion over annually produced oilseed crops, except those which 
are minor products of joint outputs. 


Utilization and Demand Factors 


1. Vegetable oils—The U. S. per capita domestic disappearance 
of all fats and oils increased 17 percent from 1920-24 to 1935-39. 
In 1940, about 40 percent of the fats consumed were of vegetable 
origin. Food soap, and drying oil products were the principal uses. 
Invisible fats (in milk, eggs, meat, etc.) make up nearly one-half 
of the total food fats consumed in normal periods. In 1917-18 and 
1944-45, the consumption of invisible fats increased, replacing the 
decreased consumption of visible fats. Thus there is competition 
between the two forms of fat for a place in the diet, but no trend is 
discernible in their relative importance. 

Among the visible fats, the per capita consumption of vegetable 
oil products increased most. Consumption of pork fat cuts and 


NoTtEs 981 


butter did not increase. The quantity and quality of fats consumed 
are directly related to family income. Low income groups consume 
less fat than medium and high income groups. Higher income groups 
may eat no more fats than medium income groups, but they con- 
sume more expensive forms of fats (e.g. butter, shortening, salad 
oils, salad dressings, etc.). The lower income families consume more 
lard and margarine. 

Shortening, which developed historically as a substitute for lard, 
has become a distinctive product in its own right, and ways are 
being sought to give shortening-like properties to lard. However, 
production of shortening is still adjusted to the quantity of lard 
available for sale in the domestic market. Therefore, total lard 
production and exports are extremely important to the consump- 
tion of shortening. Although there is no evidence that the demand 
for shortening agents (lard plus shortening) increased in the 1912- 
41 period, there is evidence that the demand for shortening by it- 
self increased. Accompanying an increased demand for shortening 
there was a marked decrease in substitution of the two products (as 
indicated by the decreasing elasticities of substitution). Product 
improvement and sales efforts were causal factors. Soybean oil has 
replaced cottonseed oil as the major ingredient in shortening despite 
its tendency to flavor reversion. This reflects the relatively inade- 
quate supplies of cottonseed oil, on the one hand, and possible 
improvements in soybean oil as an ingredient, on the other hand. 

Margarine competes with and adjusts itself to changes in butter 
consumption. The future of margarine depends on this and on 
technical improvements in the margarine product, educational 
campaigns, and the character of discriminatory legislation. There 
is no evidence that the demand for margarine has increased over 
the 1910-41 period; prices declined sharply and consumption in- 
creased more gradually. Since 1934, cottonseed oil and soybean oil 
have become the important ingredients replacing coconut oil. The 
shift from coconut oil reflects the effect of restrictive taxes on use 
of imported oils and of technical improvements in the use of do- 
mestic oils in margarine. 

Salad dressings doubled in output from 1931 to 1941. Consump- 
tion appears to be related to increasing consumption of green and 
yellow vegetables. The very high grade edible oils (e.g. cottonseed, 
corn, sesame, etc.) were usually used. 

The per capita production of soap has been increasing. There is 
some evidence of an increased demand for soap, 1925-39, reflecting 
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increased incomes, a trend toward cleanliness, use of home washing 
machines, and sales efforts. The imported lauric acid oils have a 
technical advantage as ingredients. The upward trend in soap 
consumption will probably continue. 

The consumption of drying oils is intimately related to changes 
in industrial production and construction. There is evidence that 
the secular demand for drying oils remained constant, 1912-41. Al- 
though tung, perilla, and linseed oils are the naturally superior 
drying oils, recent technical advances will place castor oil and soy- 
bean oil in a somewhat stronger competitive position. 

2. Oilmeals—Nearly all the vegetable oilmeals are used in the 
domestic feeding of livestock. Minor amounts were used for food, 
industrial products or processes and for exports. The oilmeals are 
valued by feeders principally for their high-protein content. Com- 
peting closely with the oilmeals are the animal proteins, millfeeds, 
and brewers’ and distillers’ dried grains. However, the bulk of the 
protein fed to livestock comes from pasture, hay, silage, stover, and 
grains. Small changes in quality and quantity of the roughages and 
grains can cause profound changes in the amount of high-protein 
concentrates required. 

There was a marked upward trend in the quantity of commercial 
high-protein feeds fed per unit of livestock, 1926-27 to 1944-45; 
but more proteins are still needed to balance livestock rations. 
Increased nutritional knowledge, increased livestock numbers, and 
educational efforts of governmental agencies and the feed industry 
have been important factors underlying the trend. 

The major change in the demand for feeds, apparently, has been 
the increased demand for soybean oilmeal. This was a factor con- 
tributing to the rise of the soybean industry. The prospect for 
increasing the demand for the oilmeals depends upon the total 
demand for proteins and upon the supply from alternative sources. 

The increase in soybean meal since 1934 has been spectacular. 
Most of the increase in high-protein feeds has been in soybean 
meal. This has helped to fill a gap in animal feeding requirements 
and has been an important factor in the expansion of animal feed- 
stuffs that occurred during the war. If demands for the oilseed 
meals increase, it appears that soybean meal production is likely 
to increase more than the other oilseed meals to meet these de- 
mands. 

Organization of the Processing Industry 


1. Plants. The oilseed processing industry may be divided into 
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fourteen census industries on the basis of the major products pro- 
duced. These industries have the common characteristic of utilizing 
large quantities of oilseeds, vegetable oils or oilmeals in their proc- 
esses. They represent the several segments of the oilseed industry 
adequately for present purposes even though they did not produce 
the entire output of their major products, nor confine themselves to 
the manufacture of the main product. 

Like most manufacturing industries, size of plants varied widely 
in the several industries studied. These variations are due to (1) 
the different grades of resources available to the individual plant 
(2) the strategic decisions in fitting the plant into an integrated 
firm’s production scheme and (3) lagging adjustments to changing 
conditions. That there was more concentration within some indus- 
tries than others is due to the specific economic conditions in each 
industry. 

Processing margins tended to decrease with increased plant size 
except in certain industries where monopolistic elements may be 
quite marked. 

Comparison between principal plants in different segments of the 
oilseed industry showed them to vary in size, degree of mechaniza- 
tion, annual wages paid and processing margins. These variations 
have rational explanations. For example, the processing margins of 
the manufacture of industrial oil products (soap, paint, linoleum, 
printing ink, artificial leather and oilcloth) were roughly twice as 
large as the margins of the crushers, manufacturers of edible oil 
products (except margarine), or mixed feeds. The economic ex- 
planation is mainly in terms of production costs, partly in terms of 
monopolistic elements. 

2. Firms. Most of the important plants in the industry belong to 
multiplant firms. A small number of firms in each segment of the 
industry, with few exceptions, produced over one-half of the output 
of their segment. This concentration is characteristic of all manu- 
facturing industries in the United States. However, in at least seven 
of the fourteen segments the concentration has lessened during 
recent decades. The relative concentration among these industries 
may be explained by a set of economic forces operating through 
materials, processes, products, or markets. 

Vertical integration was the least important type of integration 
in the industry. Only 10 percent of the crushers’ products were 
reported as inter-plant transfers in 1939, even though 30 percent of 
the plants reported such transfers. The complex interrelationships 
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among processes make it difficult to integrate precisely. Horizontal 
integration was prevalent throughout the industry, particularly in 
the industries having relatively small, widely scattered plants. 
Partial integration (based on similarities in materials, processes, or 
markets) was a common characteristic of multiple product busi- 
nesses, e.g. soap-shortening, flaxseed-soybeans, paint-printing ink, 
etc. The type and degree of integration present in each of the oil- 
seed industries have an economic explanation based on the logical 
avenue for expansion available to the individual firm. 

There was no evidence as to whether large, medium, or small 
businesses in the industry were most efficient. In individual cases, 
efficiency would appear to be as much a function of management 
as of size, and comparisons between firms within an industry are 
impaired by the differences in the product make-up of their busi- 
nesses. 

The prerequisite for monopolistic behavior existed in some seg- 
ments of the industry—a small number of buyers or sellers (result- 
ing from industrial concentration, product differentiation, or col- 
lusion). However, the degree to which a raw material has alterna- 
tive uses, or a manufactured product meets good substitutes, limits 
the area in which monopolistic control can be made effective. For 
example, the highly concentrated corn refining industry can exert 
relatively little effect over the price of the corn it purchases (since 
most corn is used elsewhere) nor can it set prices of starches, sugars, 
syrups, or oil very freely in view of the many substitutes available 
for these products. On the other hand, conditions in the linseed 
crushing industry permit more control over the prices paid for 
flaxseed and the prices obtained for linseed oil. What degree of 
control is actually exercised in the latter industry is undetermined. 
In these and in other industries, the elasticities of the supply and 
demand curves are more significant facts in analyzing monopolistic 
possibilities than is the condition of small numbers. The competi- 
tive elements in the oilseed industry appear, by and large, to be 
more important than the monopolistic elements and any detailed 
appraisal of monopolistic behavior within the industry should also 
inquire into cost conditions and the permanence of monopolistic 
situations before judgments are rendered. 


AtLEN B. 
University of Illinois 
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REVIEWS 


Towards World Prosperity, Mordecai Ezekiel and Associates, New 
York: Harper and Brothers, 1947. Pp. XIV, 446. $5.50. 


The central thesis of this book is that, given political cooperation 
and security between nations, world prosperity is technically possi- 
ble through balanced industrial and agricultural development and 
expansion. However, this will require planning of a very high order 
for “real prosperity for the world can come only if the rate of 
development of processing, manufacturing, and other nonfarm 
industries can be speeded up to match the technical progress al- 
ready made in agriculture and the still greater technical progress 
which lies ahead as the agricultural methods of modern science 
spread over the world.” (P. XIV.) 

This book contains 22 chapters of which the first two and the 
last were written by Mordecai Ezekiel, and the others by 19 special- 
ists on different countries or areas of the world. In the introductory 
chapters, Ezekiel states that the war had much less effect on agri- 
culture than on industry. Some importing countries were forced to 
expand domestic supplies or seek new sources of imports, while 
some exporting countries found their usual markets cut off or 
restricted, “. .. . yet the general structure of food production and 
consumption was not revolutionized” (p. 1). On the other hand, 
profound change took place in industry where emphasis was placed 
on implements of war and on equipment for the military forces. In 
large areas, physical resources were depleted, human resources 
destroyed or badly warped, and internal and international property 
rights scrambled. 

Ezekiel believes that the maintenance of full employment in the 
highly industrialized countries and the development of nonfarm 
industries in the less advanced countries are major postwar prob- 
lems. He believes that any given country can make progress on the 
industrial front if it has the will to do so. Perhaps the best example 
of all history is that of Russia which made the shift “from a back- 
ward nation to modern industrial nation within a single generation” 
(p. 23). While such a shift is possible with little outside help, in a 
country rich in resources, it requires regimentation and sacrifice on 
the part of the people that few would wish to emulate. Hence, 
Ezekiel places emphasis on the need for the United States and other 
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leading nations to supply technical information and financial aid to 
the technically less advanced countries. 

The greater part of the book is concerned with possibilities and 
suggestions for economic development in selected countries and 
regions of the world. On the whole, the authors have done a good 
job of describing the human and natural resources and of analyzing 
the problems involved in the economic development of the various 
countries and regions included in the book. The introduction and 
expansion of nonfarm industries is essential to the lifting of living 
standards in the technically backward countries, and these coun- 
tries contain the great majority of the people of the world. Emphasis 
throughout the book is placed on the need for technical advice and 
financial aid from the more advanced industrial nations, chiefly the 
United States. The summation of the financial aid suggested for the 
individual countries gives a total of enormous proportions. 

This reviewer is of the opinion that the authors of Towards 
World Prosperity have pointed a somewhat too rosy picture of the 
prospects for success of the various world-wide organizations which 
were established during and since the recent war. He also believes 
that the willingness of the people of the United States to loan 
enormous sums to all who need or think they need outside aid has 
been dampened considerably by past experience with many coun- 
tries that seem to feel that their external debts should be paid only 
as a last resort. In short, the future economic development of the 
world is likely to depend to a much greater extent upon self-help 
than is envisioned by the editor of Towards World Prosperity. 

However, the time has come when the people of the United 
States must acquaint themselves with the human and natural 
resources of the world and with the many complex problems in- 
volved in bringing about more rapid and more general economic 
development. Toward World Prosperity will be helpful to this end. 


Austin A. DowELL 
University of Minnesota 


Causes of Annual Fluctuations in the Production of Livestock and 
Livestock Products, James H. Lorie, Chicago: University of Chi- 
cago Press, 1947. Pp. 105 $1.50. 


Lories starts out with a clear outline of the field he is going to 
cover. 
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“It is the purpose of this study to ascertain the most important 
immediate and ultimate determinants of annual fluctuations in the 
production of livestock and livestock products in the United States 
and to measure statistically the relationship between these deter- 
minants and livestock production for the period from 1910 through 
1944.” 

“The last chapter develops a form of production function for 
livestock products which may be used with appropriate data by 
animal husbandrymen to measure the marginal productivity of 
feedstuffs and of animal units and by meatpackers and other pro- 
cessors to estimate the volume of production of particular livestock 
products.” 

Horses and mules are not included in the index of production of 
livestock, which refers to increases in the weight of live animals on 
farms. The index of the production of livestock products refers to 
eggs, milk, and milk derivatives, and in addition, to beef, pork, 
lard, lamb, mutton, and other products of livestock slaughter. 

Pasture, and wheat for feed, are omitted from the index of feed 
supplies, but not of feed consumption. The author concludes that 
feed consumption in any year closely approximates the production 
of feed in the preceding production period (although they change in 
the same direction only a bit more than three-fourths of the time) 
the effects of changes in carryover being small. On the average a 
change in feed supplies of one percent causes a similar change in feed 
consumption the next year of 0.9 percent. Changes in feeed supplies 
are primarily weather-induced. A one percent rise in feed supplies 
above trend was accompanied on the average by a rise in animal 
units the following January 1 of 0.6 percent, and a decline in feed 
supplies, by a decline in animal units of 0.2 percent. 

The author demonstrates in Chapter III that livestock produc- 
tion per unit of feed consumed varies inversely with the rate of 
feeding, confirming the earlier experimental studies of Nelson, 
Atkiuson, and Klein. With a given consumption of feed, therefore, 
the production of livestock products varies directly with the num- 
ber of animal units being fed. The author then analyses cyclic 
movements in the numbers of the different kinds of livestock. 

In Chapter IV, the author sets up a logarithmic production 
function for livestock, based on a multiple correlation study, where 
X; is the volume of livestock production per year, X2 is the volume 
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of feed consumption per year, X; is the number of animal units fed 
per year, and X; is “time.” 

When a linear regression line was fitted to the logarithms of the 
data, the following coefficients resulted: 


Q;.234= 0.3161 bizs.24= 0.5230 + .0478 


The ranges of the regression coefficients are equal to two standard 
errors. 
The standard error of estimate, the unexplained variance, the 
multiple correlations coefficient, and coefficient of determination 
follow: . 


Si .294= .0167 Ri .95402 


The marginal productivities of feed consumption which are 
shown in an erratum slip correcting pages 93 and 94 range from 0.27 
for a marginal product index of 120 and an animal unit index of 
80, to 0.44 when the values of these two indexes are 80 and 120 
respectively. Correspondingly, the marginal productivities of ani- 
mal units range from 0.47 to 0.65. 

Chapter IV is entitled ‘“‘A Production Function for Livestock and 
Livestock Products.” The author explains in correspondence that 
X, is an index of both livestock and livestock-product production. 

Lorie debated whether to use data going as far back as 1910. 
Hindsight, especially with reference to figure 28, prompts me to 
believe that more accurate results would be obtained by omitting 
the years 1910-20, although the results then would be even more 
dominated than they are now by the few extreme years during 
World War II. 


GEOFFREY S. SHEPHERD 
Iowa State College 


The Farmer in the Second World War, Walter W. Wilcox. Ames, 
Iowa: Iowa State College Press, 1947. pp. 410, $4.00. 


It is interesting to speculate whether and how American agricul- 
ture prior to and during the Second World War might have been 
different had some predecessor of Professor Wilcox written such a 
book as this in 1920. Of course, no one during World War I really 


0.3299 + .0296 bis.23= 0.0021 + .0001 
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believed that agriculture’s contribution to victory was small, yet it 
is unlikely that there were many in those days who would have gone 
so far as to say that “food will win the war and write the peace.” 
In any event, it is high time that the farmer be given greater recog- 
nition for his contribution to world economics not only “in the 
Second World War” but in all wars and more especially in times of 
peace. 

In bringing the wartime agricultural problems and accomplish- 
ments into sharp focus in this book, Professor Wilcox has done his 
country and its farmers a distinct service. He has not, however, 
been content with mere description or even with the inclusion of a 
wealth of political and economic background material but has inter- 
spersed the whole with his own illuminating and objective inter- 
pretations. The result is an historical study which is easily read, 
thoroughly documented, and highly useful. 

Introductory chapters deal briefly with the significance of the 
war to agriculture, agriculture at the outbreak of the war, public 
institutions serving agriculture and problems incident to the change 
from a peace time to a war time agricultural economy. The next 
four chapters take up, in succession, wartime agricultural produc- 
tion, marketing, use of man power, and use of land. Data from 
official records are presented to give emphasis to agriculture’s 
phenomenal production record; the increased use of farm machin- 
ery, larger output per worker, advances in ideas regarding nutri- 
tion, reductions in trade barriers, significant shifts in land use, and 
the growing importance of farm forestry. 

It is in the next seven chapters (9 through 15) that Professor 
Wilcox has opportunity to draw upon his background and experi- 
ence as he discusses the controversial issues centering around the 
formulation and administration of price policies for agriculture. He 
reviews the controversy which raged between the administration 
which wanted separate controls on prices and wages and Congress 
which, on the one hand, wanted to include wage controls in price 
control legislation and, on the other, to avoid price ceilings on 
agricultural products except at parity levels or above. The result 
was an unfortunate delay and a continued increase in the price 
level. Here also is revealed something of the “behind the scenes” 
maneuvering which went into price control legislation and which 
eventually paved the way for incentive payments or agricultural 
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subsidies in lieu of higher market prices. 

The remaining chapters (16-23) are concerned with such topics 
as technological development, international trade, industrial ex- 
pansion, the changing role of the Department of Agriculture, and 
the increasing influence of farm organizations. 

In the opinion of the author there was in the United States an 
almost total absence of any agricultural planning for war even as 
late as December 1940. Fortunately, the agencies serving agricul- 
ture at the outbreak of the war did not, for the most part, find it 
necessary to undergo extensive reorganization as a result of the war. 
One of the things which caused agriculture so much trouble during 
the war was the mechanical use of the parity formula made manda- 
tory by Public Law 74 (May 1941). This was followed by the so- 
called Stegall amendment which promises to provide its share of 
trouble during the first two full years of peace. 

Professor Wilcox is critical of the policy of continuing into the 
war years peacetime activities “only indirectly contributing to the 
war effort.” In this connection he cites both the AAA and the SCS. 
“In some ways,” he adds, “the Farm Security Administration was 
more ‘war conscious’ than any of the other agencies.”’ However, the 
FSA is taken to task for increasing its activity in the North Central 
States and decreasing its activity in the South during the war 
period. “Just the opposite should have happened,” he says. “‘Con- 
gressional action”’ is blamed for failure of cotton and wheat farmers 
to make larger shifts “in line with needed peacetime adjustments.” 

Although some progress in marketing is noted, Professor Wilcox 
feels that of more significance are the “‘additional economies which 
might have been, but were not achieved.” 

In appraising price policies during the war the author states that 
the “greatest mistake . . . was the imposition of price ceilings . . . 
without adequate provision for keeping the supplies flowing through 
the established channels.” Professor Wilcox will probably agree 
that a close second might well have been the maintenance of price 
floors on commodities not essentially needed in the war effort. 
However, this reviewer (who is reasonably familiar with the South 
and who was somewhat involved in the determination of wartime 
production goals) finds it hard to believe that response to this 
latter policy resulted in a production record which would justify 
his charge that “the outstanding example of misused human and 
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other resources in agriculture ... occurred in the Cotton Belt.” 
Either the Professor is unfamiliar with the record or he greatly 
overestimates the resources. 


G. H. 
Clemson College 


Two Blades of Grass, T. Swann Harding, Norman, Oklahoma: 
University of Oklahoma Press, 1947. Pp. xv, 332. $3.50. 


This book, a history of scientific development in the U. S. De- 
partment of Agriculture, owes its title to a statement of the first 
U. S. Commissioner of Agriculture, Isaac Newton, “a good Penn- 
sylvania dairy farmer,” who wrote in his first Annual Report, dated 
January 1, 1863: 

“Tt should be the aim of every young farmer to do not only as 
well as his father, but to do his best; ‘to make two blades of grass 
grow where but one grew before.’ ”’ Scientific research in agriculture 
has been the primary factor in making possible this achievement. 
The author, T. Swann Harding, evidently had no desire to indulge 
in higher praise, or perhaps in odious comparison, else he could have 
quoted an earlier source of the now familiar allusion. More than 
200 years ago Jonathan Swift in “Gulliver’s Travels” put into the 
mouth of the King of Brobdingnag these words: 

“Whoever could make two ears of corn or two blades of grass 
grow upon a spot of ground where only one grew before, would 
deserve better of mankind, and do more essential service to his 
country than the whole race of politicians put together.” 

Chapters 1 and 2 trace the early beginnings of agricultural 
science in the federal government thru the period from 1839 (with 
the first agricultural appropriation of $1000 to the Patent Office in 
the Department of State) to 1862 when Lincoln signed the act 
creating the U. S. Department of Agriculture. The depression 
beginning in 1837 was a significant fact perhaps which, among 
other things, prompted Henry Leavitt Ellsworth then Commis- 
sioner of Patents “‘to do something for farmers.” 

The last Commissioner and first Secretary of Agriculture, Nor- 
man J. Colman of Missouri was largely instrumental in effecting 
passage of the Hatch Act in 1887. In 1889, Colman was the first 
Department head to hold a seat in the Cabinet. Soon thereafter 
with the depression of the 90’s the social sciences began to find a 
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place in the Department. As the title implies this book does not 
cover the contributions of the social sciences, although the author 
does recognize their importance in several places. He concludes his 
chapter on early research with “It should be said here that the 
Department’s policy of making two blades of grass grow where one 
grew before, while eminently successful, did not suffice to solve 
farmers’ problems...That is why the social sciences began to 
infiltrate the Department, getting their start in its scientific 
agencies.” It was not until the administration of David F. Houston, 
1913-1920, however, that the Department was reorganized to 
“cope with the rising economic and social problems it had too long 
ignored or given scant attention.” 

Part II, Achievements, includes Chapters 5 to 14, and recites the, 
scientific accomplishments in a wide variety of fields: chemistry 
entomology, plant breeding and plant pathology, forestry, animal 
production, soils, nutrition, dairying, and agricultural engineering. 
Chapter 10 deals briefly with the development and scientific contri- 
butions of the state agricultural experiment stations. Appearing 
throughout the book are names of many persons prominent in the 
development of agricultural science, such as, Wiley, Salmon, At- 
water, Fairchild, and Swingle. 

The reader is impressed also with the recital of names of men, 
little known, but of sound scientific training who “‘have continuously 
served us unaware.” Leonard L. Harter, in cooperation with state 
agricultural experiment stations, developed control measures for 
sweet potato diseases which resulted in a saving of five million 
dollars annually. Like many other scientists, he built up a huge 
annuity—which, however, accrued to the general public.” 

Part III recites achievements of scientific agencies which were 
developed, and which until in recent years were administered by 
the Department of Agriculture, with chapters on the Weather 
Bureau, Public Roads Administration, Fish and Wildlife Service, 
and Food and Drug Administration. 

Part IV, Values, contains the single chapter, “Value of Pure 
Research.” The works of Liese Meitner, Enrico Fermi, Alexander 
Fleming, Gregor Mendel and others are impressive examples of the 
priceless value of pure, as opposed to applied, research. Although 
some of the assumptions usually underlying such calculations may 
be questioned, impressive examples of the strictly monetary value of 
Department research are noted throughout the book. “Returns of 
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500 to 10,000 percent in the investment in research are not at all 
uncommon.” 

Despite the results, the agricultural industry in 1938 spent only 
37 per cent of its gross income for research, conducted almost 
wholly by governmental agencies. In the same year industry spent 
1.7 per cent of its gross income on research and many private con- 
cerns used 4 to 5 percent for this purpose. 

“Two Blades of Grass”’ is an interesting story of the development 
of agricultural science in the past century. Social scientists will find 
it a valuable history of agricultural achievements and a reference 
book worthy of being kept in a handy place. 


F. F. Lrymncer 
The Pennsylvania State College 


The American Farmer, His Problems and His Prospects, Lee Fryer, 
New York: Harper and Brothers, 1947. Pp. X, 168. 


This book is about farm people—working farmers, their prob- 
lems, their resources, the institutional arrangements that often 
squeeze the life blood out of them, their houses, their health, their 
income or lack of its, their ugly poverty, their inarticulate hopes and 
ambitions, and their future. The title of the book might suggest 
that this is just another treatise dealing with “the farmer” as an 
abstraction or as a generic entity, without giving recognition to 
differences that exist as among the bottom, the middle, and the 
upper farm income groups. Any such conclusion would be erron- 
eous. It is the plight of the three to four million working farmers— 
the sharecroppers, the tenants, the mobile farm laborers, the 
small family-size farm operators—these are the farmers about which 
the author writes with understanding and with compassion. 

It may be that the author appraises “the American farmer” 
from a viewpoint that has been influenced somewhat by his years of 
of experience with the Farm Security Administration. But for the 
most part the book is factual and objective. There is evidence of a 
passionately crusading spirit and a burning desire to find a better 
way of life for the great mass of working farm people than they now 
know. Unfortunately for these farm people, according to the author, 
there has been no standard of ethical principle to use for reference, 
no public conscience based on a clear idea of human needs and 
decent living, but only the savage interplay of interests and pres- 
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sures, with the exploiters of rural people organized and the victims 
going it alone. 

Despite the fact that American agriculture has every resource 
needed to make farm life secure and wholesome, it keeps two-thirds 
of its people in economic jeopardy and one-third in bitter poverty. 
The great majority of American farm women live and work under 
squalid primitive conditions, in houses that are far below the stand- 
ard enjoyed by other groups. The health status of farm people has 
deteriorated sharply since the first world war due to inadequate 
or nonexistent health facilities and services. 

Four bedrock problems are found to be back of the unfortunate 
status of agricultural people. First, the poor distribution of land 
among farmers: too many farms have too little land. Big farms and 
small farms are growing in numbers and relative importance, while 
middle-sized farms are diminishing in importance. 

Second, the relationship of farm families to the land they culti- 
vate, which includes farm tenure, debt, and mortgage. It is pointed 
out that farm people too often buy the right to use farm land with 
the clothes off their backs. Many of the old and the new problems 
have their roots deep in the institutional patterns that govern 
these relationships. 

Third, the poor use made of the farmer’s labor and capital re- 
sources. While rural America is spending one man-hour of labor to 
produce goods worth only $1, industrial America produces goods 
worth $4 to $5 with the same amount of manpower, according to 
the author. 

Fourth, the isolation of the individual farmer. Every agency with 
which the farmer deals is organized, either directly or indirectly. 
Working farmers must have an organization of their own, for with- 
out organization the ordinary farmer has no power to speak in any 
of the many places where his voice should be heard. The author 
thinks the present major farm organizations do not represent or 
speak for the “working farmer.” 

The author, in dealing with a charter for reconstruction, main- 
tains that rural communities must assume responsibility for the 
reconstruction of agriculture and the employment of rural people in 
productive work with incomes up to the American standard. Such a 
program is to be implemented in part by the passage of an enabling 
act for the creation of community authorities to promote commun- 
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ity reconstruction, including the regulation of the ownership and 
use of farm land in accordance with sound national and local 
policies. 

In the reconstruction plan, a very great deal of emphasis is 
placed on a closely knit, strong farm organization working effec- 
tively through far-flung cooperative units. Some readers may think 
the author has a naive faith in the ability of low income farm 
people to organize and initiate the program of reconstruction as 
outlined. Moreover, it is not quite clear just where or how the 
generating force is to come into existence that will arouse the 
community to do the job as outlined for it. 

In the proposed program of reconstruction the matter of high 
commodity prices is conspicuously absent. The observation is made 
that small farmers and family farmers must realize that high prices 
are not the key to a secure and prosperous future. 

This little book of 168 pages is interesting and challenging 
throughout. It may not receive the attention it deserves during 
this period of economic and political reaction and at this time when 
the basic ills of millions of low income farmers are temporarily 
obscured by abnormally high war and post-war prices and by a 
high level of employment; but there is reason to believe that its 
proposed charter will be carefully appraised and appreciated when 
all of the old ugly problems of rural poverty and unrest, together 
with many new ones of the post-war period, rise again to plague the 
country anew in the years ahead. 

Out of the apparent zeal for the welfare of poor and distressed and 
unorganized farm people, the author may have drawn conclusions 
and made judgments about institutions and economic groups that 
some may think are harsh and without full justification. The story 
as a whole, however, portrays in graphic fashion the plight and the 
problems of the great mass of agricultural workers. The real 
American farm problem, which has to do with economic causal 
forces and with human beings, is brought to sharp focus. The pro- 
posed remedial measures are challenging and stimulating, even if 
certain aspects of the reconstruction charter may be controversial 
and a bit idealistic. All students of American rural life will want 
this little book in their collection. 


FRANK J. WELCH 
Mississippi State College 
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Jesse Buel, Agricultural Reformer. Selections from His Writings 
Edited, with Introduction by Harry J. Carman. New York: 
Columbia University Press, 1947. Pp. xxxvi, 609. $6.75. 


Jesse Buel (1778-1839) was one of the most eminent agricultural 
statesmen of his generation, but like many other Americans who 
have devoted their energies and vision to the cause of better farm- 
ing and the improvement of agriculture as a way of life, we have 
known comparatively little about him because of the lack of a 
well-rounded account of his life and contributions. Dean Carman’s 
introduction to this volume supplies this need very well. 

Buel’s career as an agriculturist was relatively brief, but he 
accomplished much during that time and pointed the way for later 
generations. Having achieved success as a printer and businessman, 
Buel turned to the problems of farming and rural life in 1821. By 
scientific methods he made his 85-acre farm in the sandy barrens 
west of Albany, New York, a paying enterprise as well as a veritable 
agricultural experiment station. In order to disseminate the princi- 
ples of improved farming, Buel carried on extensive correspond- 
ence, served as secretary of the New York State Board of Agricul- 
ture, wrote many articles for the agricultural press, made The 
Cultivator which he edited the most popular farm periodical in the 
country, and promoted the cause of agricultural education in the 
New York legislature and elsewhere. Motivating his many and 
varied activities was his profound faith in the importance of 
agriculture to a nation and in the necessity of an educated citizenry 
if democracy was to survive and fulfill the destiny which he visu- 
alized for it. 

The main part of this volume consists of writings on agriculture 
by Buel himself. The first section (pages 3-129) is devoted to 
correspondence, editorials, and articles by Buel from The Cultivator 
and other farm periodicals. The second (pages 133-255) provides 
the texts of Buel’s addresses before agricultural and horticultural 
societies. The third section (pages 259-586) is a reprinting of the 
1839 edition of Buel’s book, The Farmer’s Companion, and its 
appendices. 

Agricultural economists will be especially interested in this edited 
reprinting of The Farmer’s Companion, and comparisons of its 
contents with those of a comparable modern handbook would be 
enlightening. The book was originally prepared at the request of the 
request of the Massachusetts Board of Education for use in the 
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school and rural libraries of that State. Its twenty-seven chapters 
are a summary of Buel’s agricultural experience and wisdom. They 
cover practically every phase of husbandry and reveal the author 
as a master in his time. Concerning the book’s scientific and literary 
attainments, Buel himself wrote: “I write as I think and practice; 
and have endeavored to adapt my style to the capacities of common 
readers .... Indeed, so far as my ability would permit, I have 
endeavored to unite science and art, as I think they ever ought to 
be united, in all the business of farming of which I have treated.” 
According to Buel, “The great objects of the farmer should be to 
obtain the greatest returns for his labor, without deteriorating the fertili- 
ty of the soil: and to restore fertility, in the most economical way, 
where it has been impaired or destroyed by bad husbandry.” 

The introduction is an excellent interpretative summary of 
Buel’s life. The editorial annotations are well done. Although there 
is apparently no entry that leads to such data as Buel’s outline of 
objectives for a board of agriculture (pages 50-51) which Commis- 
sioner Newton is supposed to have used as a guide in inaugurating 
the United States Department of Agriculture, the index is probably 
adequate. The volume is a significant and useful addition to the 
literature on agricultural history. 


Everett E. Epwarps 
U. 8. Department of Agriculture 
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NEWS NOTES 


The Sixth International Conference of Agricultural Economists was held 
August 28 to September 6 at Dartington Hall, Totnes, Devon, England. 
In addition to 20 Americans and some 30 British, representatives were 
present from Australia, Belgium, British West Indies, Canada, China, 
Czechoslovakia, Denmark, Egypt, Finland, France, Germany, Hungary, 
India, Italy, Netherlands, New Zealand, Palestine, Poland, Spain and 
Switzerland. The proceedings were in English, were transcribed, and will 
be published. This conference was initiated in 1929 at Dartington Hall and 
four subsequent conferences were held before the war, at Cornell University 
in 1930, Bad Eilsen, Germany in 1934, St. Andrews University in Scotland 
in 1936, and Macdonald College in Quebec in 1938. Throughout the en- 
tire period Mr. L. K. Elmhirst has been the president of the Conference. 

It was agreed by the Conference that the subscriptions would be $10 
for the two-year period until the next Conference. This subscription will 
cover the proceedings and four issues of the Journal of Agrarian Affairs 
which are planned for the next two years. This Journal, edited by John 
Maxton, was designated as the official journal of the Conference until such 
time as the organization is in position to have its own publication. If you 
wish to subscribe, Professor L. J. Norton, University of [linois will accept 
the $10 and forward it to Mr. Currie, the honorary secretary-treasurer of 
the Conference. Dean E. C. Young of Purdue University was elected a 
vice-president of the Conference along with Professor Minderhoud of the 
Netherlands. Mr. Elmhirst was reelected president and Mr. J. R. Currie, 
honorary secretary and treasurer. 

Five general topics were discussed on the program. On each, one paper 
was presented, followed by general and mostly informal discussion. The 
five topics were (1) Movements of Farm Population, opened by Mr. 
Anonymous who turned out to be John Maxton; (2) The Flexibility of 
Land Tenure, Capital and Credit Systems to Meet Technical, Economic 
and Social Developments, opened by President Renne of Montana State 
College; (3) Effectiveness of Market Mechanism for Adjusting Farming to 
Public Needs, opened by L. J. Norton; (4) The Place of State Buying and 
Selling in Free World Trading, opened by Dr. Anthony Gilpin, and (5) 
The Human Satisfactions of Rural Work and Rural Living, opened by 
Professor A. W. Ashby of the Agricultural Economic Research Institute, 
Oxford. In addition, papers were read on some 13 other topics followed by 
more or less extended discussion. 


In an attempt to meet the need for a medium for the expression of views 
on farm policy, Iowa State College recently has authorized the Iowa State 
College Press to publish a new quarterly Journal, Farm Policy Forum. 
The nature of this journal is clearly shown by the following statement 
which will be printed on the inside of each front cover: “Farm Policy 
Forum is published to bring to public attention timely and often controver- 
sial articles in the farm policy field. This journal is not an official publica- 
tion of Iowa State College. Neither the College nor Farm Policy Forum 
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assumes responsibility for the views or opinions expressed in this publica- 
tion. What the Farm Policy Forum does accept is the responsibility for 
giving those views and opinions an opportunity to appear in its pages.” 

The responsibility for this Journal is lodged in an Editorial Board of 
five members. These members are Lauren K. Soth, formerly associate 
editor of Iowa Farm Science, and now on the editorial staff of the Des 
Moines Register; William Davidson, farmer, Stanwood, Iowa; Pearl P. 
Swanson, Foods and Nutrition Department; Iver J. Johnson, Agronomy 
Department; and Geoffrey S. Shepherd, Economics and Sociology Depart- 
ment, Iowa State College. The last named is chairman. Members of the 
Editorial Board are appointed for a term of five years, the terms of the 
first appointees being staggered so that the term of one member will expire 
each year. Francis Kutish will be the managing editor. 

The Editorial Board is composed of residents of Iowa, chiefly because 
of the physical difficulty of bringing together for frequent meetings a board 
drawn from a wider area. But the scope of Farm Policy Forum is nation- 
wide and indeed world wide. So the Board is setting up an Editorial Ad- 
visory Council of ten members, drawn from all over the United States. 

The subscription price of the Farm Policy Forum is set tentatively 


at $2.00 per year. The first issue is planned, also tentatively, for January, 
1948. 


Roice H. Anderson, recently with the University of Wyoming, has 


accepted an appointment as associate professor of Agricultural Economics 
at Utah State Agricultural College. 


G. H. Aull, Head, Department of Agricultural Economics and Rural 
Sociology, Clemson College, has been appointed by Governor Strom 
Thurmond of South Carolina as one member of a Committee of Nine to 
study the state system of public education. 


Warren R. Bailey, Division of Farm Management and Costs, BAE, is 
now stationed at Berkeley, California, after several years of service in the 
North Central States. 


John A. Baker, who transferred from the Farm Security Administration 
to the Division of Land Economics, BAE, when he was released from the 
Navy in March 1946, has transferred to the War Department, and is now 
in Korea with the New Korea Company. 


L. M. Bauknight has been appointed assistant professor of agricultural 
economics at Clemson College. 


Quentin Bierman formerly in the Lincoln, Nebraska office of the Divi- 


sion of Farm Management and Costs, BAE, has been stationed at Bozeman, 
Montana. 


Merril K. Bennett, Dean of the School of Social Sciences and Executive 
Director of the Food Research Institute of Stanford University, was one of 
six members of a scientific mission to Japan, which arrived at Allied Head- 
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quarters in Tokyo on July 19 and left on August 28. The purpose of the 
mission was to review with General MacArthur’s staff and the Japanese 
plans which had been formulated for the future development of Japanese 
scientific and technological organizations. 


Russell W. Bierman formerly of the Division of Farm Management and 
Costs, BAE, is now with the Federal Reserve Bank of Richmond, Virginia, 
on a research assignment. 


John D. Black of Harvard University is being assisted in his courses this 
year by Visiting Lecturer Dr. A. G. Black, formerly Governor of the Farm 
Credit Administration and Dr. Charles D. Hyson, Economist for the Fed- 
eral Reserve Bank in Boston. 


C. F. Bortfeld has returned to North Dakota Agricultural College from 
where he was on leave to complete his graduate work for a doctor’s degree 
at the University of Minnesota. He has been promoted to the rank of asso- 
ciate professor of agricultural economics. 


G. E. Brandow, professor of agricultural economics, Pennsylvania State 
College, has returned to his duties at the College after a two-month leave 


to serve as economist for the recently established Northeast Farm Founda- 
tion. 


Arnold Brekke has joined the staff of the Division of Agricultural Eco- 
nomics of the University of Minnesota as an instructor. 


R. G. Bressler, Jr., of the University of Connecticut has been advanced 
to the rank of professor of agricultural economics. He recently received his 
doctorate at Harvard University. 


John W. Brewster, formerly with the Division of Land Economics, BAE, 
has accepted a position as professor of social sciences at Kansas State 


College. 


Walter M. Bristol, who is a member of the Department of Agricultural 
Economics at the State College of Washington, plans to take a year’s leave 
of absence to continue his graduate work at the University of California. 


M. E. Brunk was appointed associate professor of marketing at Cornell 
University July 1 after completing his doctor’s degree there. He will be 
working on fruit marketing problems. 


Dee A. Broadbent, associate professor at Utah State Agricultural College 
has been granted sabbatical leave of absence to complete his work for a 
doctorate at the University of Illinois. 


Mark T. Buchanan, formerly Head of the Department of Agricultural 
Economics at the State College of Washington, was seriously injured in an 
air accident, but is recovering and probably will be back in his office before 
the first of the year. Dr. Buchanan suffered severe burns. 


E. L. Butz, E. C. Young and L. S. Hardin from the Agricultural Eco- 
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nomics Department of Purdue University visited Denmark, Holland, Bel- 
gium and France after the international Conference of Agricultural Econ- 
omists. 


H. C. M. Case, Head of the Department of Agricultural Economics at 
the Uniiversity of Illinois, has been granted leave of absence for a few 
months to serve as consultant to the Senate Agricultural Committee. Dr. 
L. J. Norton will serve as Acting Head of the Department during the 
interim. 


R. Lee Chambliss, Jr., who returned to farm management Extension 
Service, University of West Virginia, when mustered out of service ac- 
cepted a position as associate professor at the Department of Agricultural 
Economics at Virginia Polytechnic Institute on September 15, 1947. 


Walter P. Cotton, formerly with the National Cooperative Milk Produc- 
ers Federation and the Dairy Industry Committee in Washington, D. C., 
joined the staff of the Department of Agricultural Economics of North 
Carolina State College on September 15. His new position will be that of 
associate research professor of dairy marketing. 


Joseph S. Davis, Director of the Food Research Institute of Stanford 
University, attended the first session of the Inter-American Statistical 
Institute as United States delegate in Washington, D. C., September 6 to 
18, 1947. This meeting was held jointly with the 25th session of the Inter- 
national Statistical Institute. 


Herrell DeGraff, Professor of Land Economics at Cornell University, 
served as research economist for the Northeast Farm Foundation during 
the past summer. 


Milton Eberhard, a graduate in agricultural economics from the Uni- 
versity of Idaho will be appointed assistant farm economist at the Univer- 
sity on October 1. He has been with the National Reclamation Service for 
the past year and comes to Idaho to work under Flanagan-Hope market- 
ing activities. 


George E. Frick has been appointed instructor in agricultural economics 
to do marketing research at the University of Connecticut. 


Charles J. Galpin, 83, died Sunday morning June 1, at his home in Falls 
Church, Virginia. Dr. Galpin, internationally known rural sociologist, re- 
tired in 1934 as head of the Division of Farm Population and Rural Life 
(Welfare) in the Bureau of Agricultural Economics. His retirement fol- 
lowed 15 years of service in charge of rural life studies in BAE, and 25 
years of leadership in the field of rural sociology. During this period he 
achieved an international reputation, and in 1927 was tendered a special 
decoration by the King of Belgium in recognition of his contribution to 
the rural life movement of many countries. In addition to his work in this 
country, Dr. Galpin made first hand studies of rural conditions in a num- 
ber of European countries to determine the factors underlying develop- 
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ment of a stable rural population. Dr. Galpin was a prolific contributor to 
papers and magazines on questions of rural life. He was author of several] 
books on this subject and supervised preparation of numerous others. 
He was one of the early leaders in the American Country Life Association 
and served it and its objectives in many capacities. 


C. H. Hammar, who has been on leave from the University of Missouri 
for the past year to assist with the work on food and agriculture in occupied 
Germany, is having his leave extended a semester so that he may continue 
this work. 


Meyer A. Girshick has resigned as statistician in the Office of the Sta- 
tistical Assistant to the Director of the Bureau of the Budget to accept a 
position with the Douglas Aircraft Corporation. 


Peter Hansen, Division of Farm Management and Costs, BAE, spent a 
six-week period of leave at his father’s home in Denmark. 


Clifford M. Hardin of Michigan State College visited Denmark, Holland, 
Belgium, France and Germany after the International Conference of 
Agricultural Economists. He went under the sponsorship of a group of 
Michigan farm organizations with a view to obtaining first-hand knowl- 
edge of the current European food and economic situation. 


A. H. Harrington has been on leave this summer from State College of 
Washington to finish his graduate work leading towards a Ph.D. He has 
been at the University of Illinois. 


Marshall D. Harris has returned to the Division of Land Economics, 
BAE, after a year’s leave of absence. His leave was devoted to a study of 
the Genesis of Land Tenure in the United States. The study was centered 
in the development of our land tenure policies during the colonial period, 
with particular emphasis on its English heritage. It is anticipated that the 
study will be reported in book form in about one year. 


Karl Hobson joined the staff at the State College of Washington on 
September 1 as an assistant professor and assistant agricultural economist. 
Mr. Hobson spent approximately 10 years at the University of Idaho and 


more recently was with the Bureau of Agricultural Eccnomics at Portland, 
Oregon. 


James E. Honan has accepted a position as economist with the Inter- 
state Milk Producers Cooperative at Philadelphia, Pennsylvania. 


Donald C. Horton, principal agricultural economist, in charge, Mort- 
gage Section, Division of Agricultural Finance, Bureau of Agricultural 
Economics, has completed a summer assignment as lecturer at American 
University. 


Verle R. Houghaboom has been appointed assistant Extension economist 
in the Department of Agricultural Economics at the University of Ver- 
mont. 
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Vernon L. Israelsen, recently with the U.S. Housing Administration has 
been appointed as an associate professor of Agricultural Economics at 
Utah State Agricultural College. 


H. Brooks James, professor of agricultural economics, on leave of ab- 
sence during the past year pursuing graduate work at Duke University, 
has rejoined the staff of the Department of Agricultural Economics, North 
Carolina State College. 


Sherman E. Johnson, Assistant Chief, BAE, went to Denmark with 
Peter Hansen as guide after the International Conference of Agricultural 
Economists. 


Ronald W. Jones, Costs and Returns Section, Division of Farm Manage- 
ment and Costs, BAE, is on leave for the academic year at the University 
of Chicago. 


Elmer Kiehl, formerly an assistant county agent of the Missouri Agri- 
cultural Extension Service, has been appointed instructor in Agricultural 
Economics. 


E. Fred Koller has returned to his position as professor in Agricultural 
Economics at the University of Minnesota after a year’s leave of absence to 
conduct a study of financing cooperatives for the National Bureau of 
Economic Research. 


B. H. Kristjanson has been appointed assistant agricultural economist of 
the Agricultural Experiment Station, North Dakota Agricultural College. 
He is succeeding J. E. Aakhus, who resigned September 15 to go into pri- 
vate business. 


Ellis W. Lamborn, a graduate of Cornell University in June 1947, has 
accepted an appointment as assistant professor of Agricultural Economics 
at Utah State Agricultural College. 


Ben T. Lanham, Jr., has resigned as associate agricultural economist at 
the Alabama Polytechnic Institute and will take over the operation and 
management of his father’s farm in South Carolina November 1. 


Clarence W. Lokey received in August the first Ph.D. degree to be a 
awarded by the reorganized Department of Agricultural Economics and 
Sociology at the A. & M. College of Texas. Dr. Lokey has returned to his 
position as Executive Secretary of the Division of Home Missions and 
Church Extension, Methodist Church, New York City. 


Charles W. Loomer is now associate professor of Agricultural Economics 
at the University of Wisconsin. Mr. Loomer was previously with the Divi- 
sion of Land Economics, BAE. 


J. E. Losey transferred from extension and research to teaching and re- 
search in Rural Sociology at Purdue University July 1, 1947. At that time 
Rural Sociology was transferred from the Division of Education and 
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Applied Psychology to the Department of Agricultural Economics, and 
graduate work in Rural Sociology at the Master’s level was approved. 


H. Allan Luke completed his doctor’s degree at Cornell University in 
September and has joined the staff at the University of Maine as associate 
professor of marketing. 


W. T. McAllister, graduate assistant, Pennsylvania State College, has 
accepted a position in the Department of Agricultural Economics at Dela- 
ware. 


Paul S. McComas joined the staff of the University of Kentucky as 
associate professor in the Department of Farm Economics and assistant 
economist in the Agricultural Experiment Station effective June 15. Prior 
to that date, Dr. McComas served as agricultural economist in the Divi- 
sion of Farm Management and Costs, BAE. Previously he had been a 
member of the United States Armed Forces for two and a half years, and a 
half year as head of the Department of Agriculture of the University of 
Alaska. 


Albert Duy McNair, one of the early workers (since 1908) in the field 
of Farm Management, long stationed in Arkansas, died at his home in 
Dansville, New York, on May 7, in his 81st year. 


J. G. McNeely has joined the staff of the Department of Agricultural 
Economics and Sociology, A. & M. College of Texas. Dr. McNeely was 
formerly Area Representative for the Labor Branch, PMA, at Lincoln, 
Nebraska. 


L. D. Malphrus, formerly assistant regional program analyst for the 
Farm Home Administration has accepted a position as assistant agricul- 
tural economist on the staff of the South Carolina Experiment Station at 
Clemson College. 


D. A. Marshall has accepted a teaching position at Texas Tech., Lub- 
bock, Texas. 


John E. Mason transferred to the Division of Farm Management, BAE, 
from the Division of Land Economics. He will work on a study of the eco- 
nomic utilization of farm grown foods in livestock production. 


W. W. McPherson, agricultural economist of the Bureau of Agricultural 
Economics, will spend a year at the Harvard Graduate School. 


J. F. Miles, associate agricultural economist in the Dairy and Poultry 
Marketing Section of the Agricultural Extension Service, Washington, 
D. C., has resigned to accept a position with the South Carolina Experiment 
Station at Clemson, College. 


William H. Nicholls has returned to the University of Chicago after 
three months of travel in South and Central America. During nine weeks 
in Brazil, he taught and lectured in Portuguese for the Instituto de Pes- 
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quizas e Analises Economicas and the Fundacao Getulio Vargas, both of 
Rio de Janeiro. During his trip, he also travelled extensively in the agri- 
cultural regions of Brazil, Argentina, Peru, Costa Rica, and Guatemala. 


Don Paarlberg of the Agricultural Economics Department of Purdue 
University taught Agricultural Economics in the School for Town and 
County Religious Workers sponsored by Emory University at Atlanta, 
Georgia, July 2-18. 


A. L. Perry, who received a master’s degree in the Graduate School at the 
University of Maine this summer, has joined the staff at the Missouri 
College of Agriculture as an instructor in Agricultural Economics. 


Arthur W. Peterson received a promotion from associate professor to 


full professor in the Department of Agricultural Economics at the State 
College of Washington. 


Everett E. Peterson on September 1, 1947 was appointed to the position 
of assistant professor in teaching and research in Farm Management at 
Michigan State College. Mr. Peterson was formerly with Montana State 


College and the U. S. Department of Agriculture, Bureau of Agricultural 
Economics. 


Walter Henry Pierce, assistant professor in the Department of Agricul- 
tural Economics, North Carolina State College, is on leave of absence un- 
der a G.E.B. Fellowship. Professor Pierce will pursue graduate work in the 
Department of Agricultural Economics at the University of Minnesota. 


Clarence E. Pike, formerly with the Farm Credit Administration in 
Washington, D. C., has joined the staff of the Department of Agricultural 


Economics, North Carolina State College as extension marketing econo- 
mist. 


James S. Plaxico completed his requirements at Clemson College for the 
degree of master of science and accepted a position as assistant agricultural 


economist at Virginia Polytechnic Institute, on July 1, 1947 to do research 
in farm management. 


R. C. Ross, Department of Agricultural Economics, University of 
Illinois, was a visiting professor at the University of Arkansas where he 


conducted a summer short course on farm planning for supervisors of G. I. 
trainees. 


Waldo. S. Rowan, a 1940 graduate of the University of Georgia has been 
appointed assistant instructor in the Department of Agricultural Econom- 
ies at the University of Georgia. He comes to the University of Georgia 
from the United States Bureau of Agricultural Economics and previous to 
his employment he served in the Army Air Forces. 


Sargent Russell who has been with General Foods Corp. in Caribou, 


Maine, recently joined the staff of the Department of Agricultural Econom- 
ics at Massachusetts State College. 
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Rainer Schickele has become chairman of the Department of Agricul- 
tural Economics and Principal Economist of the Agricultural Experiment 
Station of North Dakota Agricultural College. 


Richard G. Schmitt recently joined the Short-Term Section, Division of 
Agricultural Finance, Bureau of Agricultural Economics, upon return to 
the Bureau from Iowa State College where he served as instructor in agri- 
cultural economics during 1946 and completed requirements for his M.S, 
degree. 


Sidney Schmukler has been appointed assistant professor of Agricultural 
Economics at the University of Connecticut. 


Harold Scoggins has joined the staff of Arkansas University as instructor 
in the Department of Rural Economics and Sociology. Formerly with the 
Bureau of Agricultural Economics, USDA, he has been more recently 
supervisor of the University of Arkansas Tabulating Service Bureau. 


L. H. Simer! returned to the University of Illinois September 1 as asso- 
ciate professor of Agricultural Economics, During the last five and a half 
years Mr. Simer] has been Director of Research for the Illinois Agricultural 
Association. 


L. E. Slater joined the extension staff at Cornell University July 1 as 
assistant professor of marketing. Slater was formerly comptroller for 
Cooperative P and C Family Foods, Inc. 


J. M. Stepp has been promoted from associate professor to professor of 
Agricultural Economics at Clemson College. 


Christian Stokstad, Division of Farm Management and Costs, BAE, 
has moved to Boise, Idaho where he will make a study, in cooperation with 
the Idaho Agricultural Experiment Station, of quick-freezing of vegetables 
and of the vegetable seed enterprises. 


Maurice C. Taylor finished his master’s degree in the Department of 
Agricultural Economics at the State College of Washington in June and 
carries the title of instructor and junior agricultural economist. 


Howard A. Turner retired in June from his position as agricultural econ- 
omist with the Division of Land Economics, BAE. He had been with 
BAE since 1912. 


Norman Urquhart, formerly with the Division of Farm Management and 
Costs, BAE, has joined the staff of Western Illinois State College at Ma- 
comb. 


Arthur W. Van Dyke was recently appointed as association specialist 
in the extension farm labor program at Cornell University. He replaces 
J. K. Pasto who has resigned to resume his graduate work. 


Karl A. Vary accepted a position as economist with the Federal Reserve 
Bank of San Francisco. 
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Harold Walkup is now an instructor and junior agricultural economist in 
the Department of Agricultural Economics at State College of Washington. 


Donald J. Watson who received his master’s degree in agricultural eco- 
nomics at Purdue University in June, has accepted a full-time teaching posi- 
tion in Agricultural Economics at Purdue. 


Thomas J. Whatley of Alabama has been appointed assistant agricul- 
tural economist at the University of Tennessee. 


John W. White was appointed head of the Rural Economics and Sociol- 
ogy Department of the University of Arkansas on July 1, 1947. For several 
years prior to his appointment, Dr. White was Superintendent of the 
Rice Branch Experiment Station, University of Arkansas, at Stuttgart, 
Arkansas. 


Sheldon W. Williams has been appointed associate professor of agricul- 
tural economics at Alabama Polytechnic Institute. Dr. Williams was 
formerly associate professor of agricultural economics at the University 
of Vermont. 


Walter J. Wills has joined the agricultural economics staff, University of 
Illinois, as assistant professor. For the past ten years, excepting the time 
that he was in military service, Mr. Wills has been associated with the 
Production Credit Bank of St. Louis. 


G. B. Wood of the Agricultural Economics Department of Purdue Uni- 
versity taught the course in Economics of Cooperation at the 2nd session 
of the summer school at Colorado A. & M. College, July 21 to August 15. 


Noel H. Wood has joined the staff of the University of Arkansas as 
assistant professor of rural economics and sociology. 


Clifford Zuroske, who has been on leave of absence to take advanced 
work at Purdue and Chicago universities, will return to the State College 
of Washington to do research work and teaching in the field of work simpli- 
fication. 


The following awards have been made by Harvard University under a 
grant from the Carnegie Corporation for Agricultural Extension workers: 

George E. Lord, Assistant Director of Extension, University of Maine 

William Teutsch, Assistant Director of Extension, University of Oregon 

Gerald Huffman, County Agent, Butler County, Ohio 

Paul E. Nystrom, County Agent Leader, University of Maryland 

A. H. Maunder, Supervisor of Extension Programs, University of 
Nebraska 

Floyd E. Rogers, Extension Supervisor, University of Missouri 

Leonard Schruben, Office of Agricultural Extension, U. S. Department 
of Agriculture. 


This group will work under the direction of Professors John D. Black 
and John Dunlop. Professors Black and Dunlop will be assisted in directing 
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the work of this group by members of the staffs of the Graduate School of 


Education and the Department of Economics, Government and Social 
Relations. 


The following fellowships in agricultural labor have been awarded under 
a grant from the Ferguson Foundation to Harvard University: 

Melvin R. Janssen, M.S., University of Illinois 

Howard Parsons, formerly of the BAE 

Alexander Morin, University of Chicago, registered at Harvard Uni- 
versity during this past year 

Robert Glasgow, recently from Texas A. & M. College and the BAE 

George Haythorne, from the Department of Labour, Ottawa, Canada, 
in charge of farm labor during the war 

Barbara Reagen, formerly on the staff of the BAE 


In addition, Lloyd Fisher, Research Associaie, Institute of Industrial 
Relations, University of California, and Economic Consultant to U. S. 
Department of Interior, has been awarded a Jacob Wertheim Fellowship 
in Industrial Relations and will work with this group. 


ANNUAL BUSINESS MEETING AMERICAN FA’M 
ECONOMIC ASSOCIATION 


NortTHERN Baptist ASSEMBLY, GREEN LAKE, WISCONSIN 
SEPTEMBER 11, 1947 


Remarks by the President 


In the absence of Secretary-Treasurer Norton, Stanley W. Warren, First 
Vice-President was appointed Acting-Secretary for the meetings of the 
Executive Committee and the Business Meeting. 

Total registration at the meetings was 528, which number does not in- 
clude those attending meetings but not registered for lodging at the 
Northern Baptist Assembly. 

The President expressed his grateful appreciation to those many indi- 
viduals who assisted in the formulation of the program. 

The reports of the President, the Secretary-Treasurer and the Editor 
covering the full fiscal year will appear in the February 1948 issue of the 
JOURNAL OF Farm Economics. The report of the election tellers will ap- 
pear in the same issue. 


REPORT OF THE EXECUTIVE COMMITTEE 


The following actions taken by the Executive Committee at its meeting 
of September 7, 1947, were brought before the membership at the business 
session for approval. 

The Executive Committee recommends the following resolution for 


adoption: 

The Association shall enter into a joint membership arrangement with 
the Canadian Agricultural Economics Society on the following basis: 

1. Membership in both Associations to be available for $5.50 a year. 
Of this $1.00 is to go to the Canadian Agricultural Economics Society, and 
$4.50 to the American Farm Economic Association. 

2. Separate memberships to be available, as before on the basis of $1.00 
for the Canadian Agricultural Economics Society, and $5.00 for the Ameri- 
can Farm Economic Association. However, both Associations will encour- 
age joint membership. 

3. Proceedings of the Canadian Agricultural Economics Society to be 
published and sent to all joint members, and to the members of the Canad- 
ian Agricultural Economics Society. 

4. Canadian Agricultural Economics Society to have full responsibility 
for this special Proceeding’s issue, to pay the cost of it, and to receive 
revenues from its sale to non-members. 

5. Members of the American Farm Economic Association who do not 
take joint membership shall continue to receive the JouRNAL, but not the 
special Canadian Agricultural Economics Society Proceedings issue. 

6. The President of the Canadian Agricultural Economics Society to 
be a member of the Executive Committee of the American Farm Economic 
Association. 

Unanimously approved. 
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The Executive Committee recommends the following resolution for 
adoption by the membership: 

A joint membership shall be established to include the Canadian Agri- 
cultural Economics Society, the Western Farm Economic Association, 
and the American Farm Economic Association. The fee for this member- 
ship shall be $7.00 to be divided as follows: $1.00 to the Canadian Agricul- 
tural Economics Society, $1.50 to the Western Farm Economic Associa- 
tion, and $4.50 to the American Farm Economic Association. 

Unanimously approved. 

The Executive Committee recommends that the Association publish 
reprints of articles in particular fields in Agricultural Economics in accord- 
ance with the following plan :— 

The President of the Association with approval of its Executive Com- 
mittee shall designate the Editor of the JournaL or Farm Economics 
and the Editorial Council of the American Farm Eocnomic Association as 
a special committee to select the subject and title of the volume. This 
special committee shall also establish general rules as to the size of the 
volume, its makeup, and general criteria for selection of articles to be re- 
printed. The special committee shall also select and recommend to the 
President for his approval, the individual(s) who shall be the editor (or 
joint editors) of the volume. 

The editor(s) shall be responsible for the selection of the articles to be 
printed in the volume. In this task he shall be given leeway in exercising 
professional judgment and consulting with professional colleagues. The Ed- 
itor shall also be responsible for the organization of the volume including 
the order of the articles. Furthermore, he will be responsible for preparing 
or arranging for preparation of the bibliography and index. (These recom- 
mendations are based upon a report prepared by a committee composed 
of Sidney Hoos and Henry Keller Jr.) 


Unanimously approved. 


REPORT OF COMMITTEE ON MERITORIOUS 
RESEARCH AWARD 


Presented by F. V. WaucH 


The Special Awards Committee recommends the following arrangements 
for the Meritorious Research Award: 

1. The Meritorious Research Award will be conferred in recognition of 
an outstanding piece of research in agricultural economics. It will not be 
limited to members of the American Farm Economic Association. 

2. The Award will be made not oftener than once a year by a Committee 
of three persons appointed by the President of the American Farm Eco- 
nomic Association, normally for six year terms with one appointment ex- 
piring every two years. 

3. This Committee shall have full responsibility for making awards. 
Research publications may be submitted to the Committee by the authors 
or by members of the Association. 

4. The research results considered must have been published during the 
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two years immediately preceding the year in which the award is made. 
Publication does not necessarily imply printing, but does imply availability 
for general use and not merely for private circulation. 

5. Four factors will be considered in making the Award: a) originality, 
b) significance, c) evidence or promise of useful applications, and d) age of 
authors, preference being given to authors under forty. The Special Awards 
Committee may propose to the Executive Committee revisions of this 
provision. 

6. The Award will include a suitable memento and a cash honorarium. 
In cases of joint authorship, each author will receive a memento, and the 
cash honorarium will be divided equally among the authors. The Executive 
Committee will determine the character of the memento and the amount 
of the honorarium. 

Respectfully submitted, 
J.S. Davis 
W. C. 
F. V. Wavuen, Chairman 
Unanimously approved. 


REPORT OF COMMITTEE ON SPECIAL GRANTS 
Presented by A. C. Horrman 


The following recommendations regarding solicitation procedure are sub- 
mitted for approval: 

1. The program for solicitation should be general and should include a 
good cross section of business firms and enterprises with particular em- 
phasis on cooperatives i= order to avoid any appearance of partiality or 
undue preference toward certain groups. 

2. All solicitations should be made on American Farm Economic Asso- 
ciation stationery to avoid any confusion. 

3. If the committee succeeds in raising more money than the goal of 
$5000, they would like to make the following suggestions to the Awards 
Committee for the distribution of these funds: 

a) Consideration might be given to awarding more than one prize 

annually. 

b) Arrangements might be made to assist in printing the prize winning 

papers for general distribution. 
Respectfully submitted, 
Juurus Chairman 
H. B. Artnur 
A. C. HorrmMan 


Unanimously approved 


ANNUAL Business MEETING 


REPORT OF COMMITTEE ON LIBRARY AND 
LIBRARY-CUSTODIAN 


Presented by W. H. GLover 
Objectives 


To preserve the writings of the members of the American Farm Eco- 
nomic Association in a way to honor the contributors and encourage all 
members to record their creative thinking in permanent form. 

To assemble a compact and readily available reference library that por- 
trays the growth of the thought of the members of the Association in the 
field of agricultural economics. 


Collections 

The specific content of the collections should be determined by the 
Library-Custodian. In general the collections should be made up of: 

1. Permanently bound writings of the members of the American Farm 
Economic Association, contributed and autographed, insofar as possible. 
(In general, bulletin and reprint material should be accepted only if per- 
manently bound.) 

2. A bound set of the JourRNAL or Farm Economics. 

3. A limited number of especially valuable or rare, or not readily acces- 
sible items in the field of agricultural economics. This section may include 
manuscripts, bibliographies, or other related materials, and may be pur- 
chased. 


4. The official records (not in current use) of the American Farm Eco- 
nomic Association. 


Library-Custodian 


1. Appointment—The Library-Custodian should be appointed by the 
President of the American Farm Economic Association to serve for a term 
of not less than four years. 

2. Duties— 

a) Determine the specific content of the collection. 

b) Canvass all living members of the American Farm Economic Associa- 
tion and families or friends of deceased members to solicit gifts for 
the library. 

c) Select and purchase desired items not secured by gift. 

d) Devise a book-plate or other mark of ownership. 

e) Secure the use of suitable housing for the collections until such time 
as the Association may designate headquarters for it. 

f) Provide care and maintenance for the collections. 

g) Report acquisitions quarterly in the JourNaL or Farm Economics. 

3. Incumbent—We strongly urge that Asher Hobson, who originated the 
idea of the library, be appointed the first Library-Custodian. 

4. Assistance—We recommend that the President of the American Farm 
Economic Association appoint a committee of three on whom the Library- 
Custodian may call for special assistance. The members of this committee 
should serve for four years on a staggered year basis. 
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Funds 


We recommend that the Executive Committee be authorized to seek 
means of providing a special grant to the amount of $1000 for this purpose. 
Respectfully submitted, 
H. Giover 
Mary G. Lacy 
ANNE Dewees TAYLOR 
Unanimously approved. 


The Executive Committee requested authority for the new Executive 
Committee to meet, in case of need, at Association expense as soon as 
practical after the election of officers. 

Request approved. 


The President opened the meeting for discussion of the questions of 
when and where the next annual meeting should be held. Discussion from 
the floor indicated a heavy majority in favor of summer meetings. A few ex- 
pressed the thought that we should not become completely divorced from 
the other social science associations. The following motion was made: 

It is recommended that the Executive Committee plan a meeting for the 
summer of 1948, to be held at the Northern Baptist Assembly if possible, 
and that the meeting date be before the opening of schools if possible. 
Carried unanimously. 


Mr. F. V. Waugh proposed the following resolution: 

We, the members of the American Farm Economic Association, wish to 
express our thanks to the Northern Baptist Assembly for making our 
stay at Green Lake so pleasant and so comfortable. We liked the food, the 
sleeping accommodations, the meeting rooms, the swimming pool, and the 
golf course. We were inspired by the beautiful surroundings. But most of 
all we greatly appreciated the quiet and efficient help of the management 
and its toleration of our bad habit of smoking. Agricultural economists are 
not very religious, but we liked the Northern Baptists, and hope they may 
be willing to see us again some day. 

Unanimously adopted by rising vote. 


MINUTES OF MEETING OF EXECUTIVE COMMITTEE 
SEPTEMBER 10, 1947 


Meeting called to order by President Hobson. 
Members present: 
Asher Hobson —President 
Stanley Warren —Vice President 
Marion Clawson —V ice-President 
F.V. Waugh —Past-President 
D. B. DeLoach —President-elect of Western Farm Economic Associa- 
tion 
W. F.Chown  —Representing Canadian Agricultural Economics 
Society 
Warren C. Waite—Editor 
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The Editor raised the question of the size of the Proceedings issue. The 
Committee decided that the volume should continue to be limited to 400 
printed pages, except as additional pages may be financed by outside con- 
tributions. 

In response to a request from J. C. Capt, Director, Bureau of the Census 
to appoint a member of the Association to act on the Special Advisory 
Committee for the 1950 Census of Agriculture, the Executive Committee 
nominated John F. Timmons. 

Srantey W. Warren, Secretary, pro-tem 


: 
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